SUBCHAPTER F— FAIR CREDIT REPORTING ACT

PART 600—STATEMENTS OF GEN-
ERAL POLICY OR INTERPRETA-
TIONS

Sec.

600.1 Authority and purpose.

600.2 Legal effect.

APPENDIX TO PART 600—COMMENTARY ON THE
FAIR CREDIT REPORTING ACT

AUTHORITY: 15 U.S.C. 1681s and 16 CFR 1.73.

SOURCE: 55 FR 18808, May 4, 1990, unless
otherwise noted.

§600.1 Authority and purpose.

(a) Authority. This part is issued by
the Commission pursuant to the provi-
sions of the Fair Credit Reporting Act.
Pub. L. 91-508, approved October 26,
1970. 84 Stat. 1127-36 (15 U.S.C. 1681 et
seq).

(b) Purpose. The purpose of this part
is to clarify and consolidate state-
ments of general policy or interpreta-
tions in a commentary in the appendix
to this part. The Commentary will
serve as guidance to consumer report-
ing agencies, their customers, and con-
sumer representatives. The Fair Credit
Reporting Act requires that the man-
ner in which consumer reporting agen-
cies provide information be fair and eqg-
uitable to the consumer with regard to

the confidentiality, accuracy, and
proper use of such information. The
Commentary will enable interested

parties to resolve their questions more
easily, present a more comprehensive
treatment of interpretations and facili-
tate compliance with the Fair Credit
Reporting Act in accordance with Con-
gressional intent.

§600.2 Legal effect.

(a) The interpretations in the Com-
mentary are not trade regulation rules
or regulations, and, as provided in §1.73
of the Commission’s rules, they do not
have the force or effect of statutory
provisions.

(b) The regulations of the Commis-
sion relating to the administration of
the Fair Credit Reporting Act are
found in subpart H of 16 CFR part 1
(881.71-1.73).

APPENDIX TO PART 600—COMMENTARY
ON THE FAIR CREDIT REPORTING ACT

INTRODUCTION

1. Official status. This Commentary con-
tains interpretations of the Federal Trade
Commission (Commission) of the Fair Credit
Reporting Act (FCRA). It is a guideline in-
tended to clarify how the Commission will
construe the FCRA in light of Congressional
intent as reflected in the statute and its leg-
islative history. The Commentary does not
have the force or effect of regulations or
statutory provisions, and its contents may
be revised and updated as the Commission
considers necessary or appropriate.

2. Status of previous interpretations. The
Commentary primarily addresses issues dis-
cussed in the Commission’s earlier formal in-
terpretations of the FCRA (16 CFR 600.1-
600.8), which are hereby superseded, in the
staff’s manual entitled ‘““‘Compliance With
the Fair Credit Reporting Act” (the current
edition of which was published in May 1973,
and revised in January 1977 and March 1979),
and in informal staff opinion letters respond-
ing to public requests for interpretations,
and it also reflects the results of the Com-
mission’s FCRA enforcement program. It is
intended to synthesize the Commission’s
views and give clear advice on important
issues. The Commentary sets forth some in-
terpretations that differ from those pre-
viously expressed by the Commission or its
staff, and is intended to supersede all prior
formal Commission interpretations, informal
staff opinion letters, and the staff manual
cited above.

3. Statutory references. Reference to several
different provisions of the FCRA is fre-
quently required in order to make a com-
plete analysis of an issue. For various sec-
tions and subsections of the FCRA, the Com-
mentary discusses the most important and
common overlapping references under the
heading ‘‘Relation to other (sub)sections.”

4. Issuance of staff interpretations. The Com-
mission will revise and update the Com-
mentary as it deems necessary, based on the
staff’s experience in responding to public in-
quiries about, and enforcing, the FCRA. The
Commission welcomes input from interested
industry and consumer groups and other pub-
lic parties on the Commentary and on issues
discussed in it. Staff will continue to respond
to requests for informal staff interpreta-
tions. In proposing revisions of the Com-
mentary, staff will consider and, where ap-
propriate, recommend that the Commentary
incorporate issues raised in correspondence
and other public contacts, as well as in con-
nection with the Commission’s enforcement
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efforts. Therefore, a party may raise an issue
for inclusion in future editions of the Com-
mentary without making any formal submis-
sion or request to that effect. However, re-
quests for formal Commission interpreta-
tions of the FCRA may also still be made
pursuant to the procedures set forth in the
Commission’s Rules (16 CFR 1.73).

5. Commentary citations to FCRA. The Com-
mentary should be used in conjunction with
the text of the statute. In some cases, the
Commentary includes an abbreviated de-
scription of the statute, rather than the full
text, as a preamble to discussion of issues
pertaining to various sections and sub-
sections. These summary statements of the
law should not be used as a substitute for the
statutory text.

Section 601—Short Title

“This title may be cited as the Fair Credit
Reporting Act.”

The Fair Credit Reporting Act (FCRA) is
title VI of the Consumer Credit Protection
Act, which also includes other Federal stat-
utes relating to consumer credit, such as the
Truth in Lending Act (title 1), the Equal
Credit Opportunity Act (Title VII), and the
Fair Debt Collection Practices Act (title
V).

Section 602—Findings and Purpose

Section 602 recites the Congressional find-
ings regarding the significant role of con-
sumer reporting agencies in the nation’s fi-
nancial system, and states that the basic
purpose of the FCRA is to require consumer
reporting agencies to adopt reasonable pro-
cedures for providing information to credit
grantors, insurers, employers and others in a
manner that is fair and equitable to the con-
sumer with regard to confidentiality, accu-
racy, and the proper use of such information.

Section 603—Definitions and Rules of
Construction

Section 603(a) states that ‘“‘definitions and
rules of construction set forth in this section
are applicable for the purposes of this title.”

Section 603(b) defines person to mean ‘“‘any
individual, partnership, corporation, trust,
estate, cooperative, association, government
or governmental subdivision or agency or
other entity.”

1. Relation to Other Sections

Certain “‘persons’” must comply with the
Act. The term consumer reporting agency is
defined in section 603(f) to include certain
‘‘persons.’”” Section 619 subjects any ‘‘person’’
who knowingly and willfully obtains infor-
mation from a consumer reporting agency on
a consumer under false pretenses to criminal
sanctions. Requirements relating to report
users apply to ‘“‘persons.” Section 606 im-
poses disclosure obligations on ‘‘persons’
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who obtain investigative reports or cause
them to be prepared. Section 615(c) uses the
term person to denote those subject to disclo-
sure obligations under sections 615(a) and
615(b).

2. Examples
The term ‘‘person’ includes universities,

creditors, collection agencies, insurance
companies, private investigators, and em-
ployers.

Section 603(c) defines the term consumer to
mean ‘“‘an individual.”

1. Relation to Other Sections

The term ‘‘consumer” denotes an indi-
vidual entitled to the Act’s protections. Con-
sumer reports, as defined in section 603(d),
are reports about consumers. A ‘‘consumer”’
is entitled to obtain disclosures under sec-
tion 609 from consumer reporting agencies
and to take certain steps that require such
agencies to follow procedures in section 611,
concerning disputes about the completeness
or accuracy of items of information in the
consumer’s file. Disclosures required under
section 606 by one procuring an investigative
report must be made to the ‘“‘consumer’ on
whom the report is sought. Notifications re-
quired by section 615 must be provided to
‘“‘consumers.”” A ‘““‘consumer” is the party en-
titled to sue for willful noncompliance (sec-
tion 616) or negligent noncompliance (section
617) with the Act’s requirements.

2. General

The definition includes only a natural per-
son. It does not include artificial entities
(e.g., partnerships, corporations, trusts, es-
tates, cooperatives, associations) or entities
created by statute (e.g., governments, gov-
ernmental subdivisions or agencies).

Section 603(d) defines consumer report to
mean ‘“‘any written, oral, or other commu-
nication of any information by a consumer
reporting agency bearing on a consumer’s
credit worthiness, credit standing, credit ca-
pacity, character, general reputation, per-
sonal characteristics, or mode of living
which is used or expected to be used or col-
lected in whole or in part for the purpose of
serving as a factor in establishing the con-
sumer’s eligibility for (1) credit or insurance
to be used primarily for personal, family, or
household purposes, or (2) employment pur-
poses, or (3) other purposes authorized under
Section 604’ (with three specific exclusions).

1. Relation to ‘““Consumer Reporting Agency”’

To be a ‘‘consumer report,” the informa-
tion must be furnished by a ‘‘consumer re-
porting agency’’ as that term is defined in
section 603(f). Conversely, the term ‘‘con-
sumer reporting agency”’ is restricted to per-
sons that regularly engage in assembling or
evaluating consumer credit information or
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other information on consumers for the pur-
pose of furnishing ‘‘consumer reports” to
third parties. In other words, the terms
‘‘consumer reporting agency’ in section
603(f) and ‘‘consumer report’” in section 603
(d)) are mutually dependent and must there-
fore be construed together. For example, in-
formation is not a ‘“‘consumer report” if the
person furnishing the information is clearly
not a ‘‘consumer reporting agency’’ (e.g., if
the person furnishing the information does
not regularly furnish such information for
monetary fees or on a cooperative nonprofit
basis).

2. Relation to the Applicability of the Act

If a report is not a ‘‘consumer report,”
then the Act does not usually apply to it.t
For example, because a commercial credit
report is not a report on a consumer, it is
not a ‘“‘consumer report’’. Therefore, the user
need not notify the subject of the name and
address of the credit bureau when taking ad-
verse action, and the provider need not omit
“‘obsolete’” information, as would be required
if the FCRA applied.

3. Report Concerning a ‘““Consumer’s
Attributes and History

A. General. A ‘““‘consumer report’’ is a report
on a ‘‘consumer’ to be used for certain pur-
poses involving that ‘‘consumer.”’

B. Artificial entities. Reports about corpora-
tions, associations, and other collective enti-
ties are not consumer reports, and the Act
does not apply to them.

C. Reports on businesses for business pur-
poses. Reports used to determine the eligi-
bility of a business, rather than a consumer,
for certain purposes, are not consumer re-
ports and the FCRA does not apply to them,
even if they contain information on individ-
uals, because Congress did not intend for the
FCRA to apply to reports used for commer-
cial purposes (see 116 Cong. Rec. 36572 (1970)
(Conf. Report on H.R. 15073)).

4. “(C)redit Worthiness, Credit Standing,
Credit Capacity, Character, General Rep-
utation, Personal Characteristics, or Mode
of Living * * *”’

A. General. To be a “‘consumer report,” the
information must bear on at least one of the
seven characteristics listed in this defini-
tion.

B. Credit guides. Credit guides are listings,
furnished by credit bureaus to credit
grantors, that rate how well consumers pay
their bills. Such guides are a series of ‘“‘con-
sumer reports,”” because they contain infor-
mation which is used for the purpose of serv-

1However, a creditor denying a consumer’s
application based on a report from a ‘“third
party’” must give the disclosure required by
section 615(b).

16 CFR Ch. | (1-1-05 Edition)

ing as a factor in establishing the con-
sumers’ eligibility for credit. However, if
they are coded (by identification such as so-
cial security number, driver’s license num-
ber, or bank account number) so that the
consumer’s identity is not disclosed, they
are not ‘“‘consumer reports’” until decoded.
(See discussion of uncoded credit guides
under section 604(3)(A), item 8 infra.)

C. Motor vehicle reports. Motor vehicle re-
ports are distributed by state motor vehicle
departments, generally to insurance compa-
nies upon request, and usually reveal a con-
sumer’s entire driving record, including ar-
rests for driving offenses. Such reports are
consumer reports when they are sold by a
Department of Motor Vehicles for insurance
underwriting purposes and contain informa-
tion bearing on the consumer’s ‘“‘personal
characteristics,” such as arrest information.
The Act’s legislative history indicates Con-
gress intended the Act to cover mutually
beneficial exchanges of information between
commercial enterprises rather than between
governmental entities. Accordingly, these
reports are not consumer reports when pro-
vided to other governmental authorities in-
volved in licensing or law enforcement ac-
tivities. (See discussion titled ‘‘State De-
partments of Motor Vehicles,”” under section
603(f), item 10 infra.)

D. Consumer lists. A list of the names of
creditworthy individuals, or of individuals
on whom credit bureaus have derogatory in-
formation, is a series of ‘““‘consumer reports”
because the information bears on credit wor-
thiness.

E. Public record information. A report solely
of public record information is not a ‘‘con-
sumer report” unless that information is
provided by a consumer reporting agency, is
collected or used for the purposes identified
in section 603(d), and bears on at least one of
the seven characteristics listed in the defini-
tion. Public record information relating to
records of arrest, or the institution or dis-
position of civil or criminal proceedings,
bears on one or more of these characteris-
tics.

F. Name and address. A report limited sole-
ly to the consumer’s name and address alone,
with no connotations as to credit worthiness
or other characteristics, does not constitute
a ‘‘consumer report,” if it does not bear on
any of the seven factors.

G. Rental characteristics. Reports about
rental characteristics (e.g., consumers’ evic-
tions, rental payment histories, treatment of
premises) are consumer reports, because
they relate to character, general reputation,
personal characteristics, or mode of living.
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5. “(U)sed or Expected To Be Used or Col-
lected in Whole or in Part for the Purpose
of Serving as a Factor in Establishing the
Consumer’s Eligibility * * *’

A. Law enforcement bulletins. Bulletins that
are limited to a series of descriptions, some-
times accompanied by photographs, of indi-
viduals who are being sought by law enforce-
ment authorities for alleged crimes are not a
series of ‘‘consumer reports’” because they
have not been collected for use in evaluating
consumers for credit, insurance, employment
or other consumer purposes, and it cannot
reasonably be anticipated they will be used
for such purposes.

B. Directories. Telephone directories and
city directories, to the extent they only pro-
vide information regarding name, address
and phone number, marital status, home
ownership, and number of children, are not
‘‘consumer reports,” because the informa-
tion is not used or expected to be used in
evaluating consumers for credit, insurance,
employment or other purposes and does not
reflect on credit standing, credit worthiness,
or any of the other factors. A list of names
of individuals with checking accounts is not
a series of consumer reports because the in-
formation does not bear on credit worthiness
or any of the other factors. A trade direc-
tory, such as a list of all insurance agents li-
censed to do business in a state, is not a se-
ries of consumer reports because it is com-
mercial information that would be used for
commercial purposes.

C. Use of prior consumer report in prepara-
tion. A report that would not otherwise be a
consumer report may be a consumer report,
notwithstanding the purpose for which it is
furnished, if it includes a prior consumer re-
port or information from consumer report
files, because it would contain some informa-
tion ‘‘collected in whole or in part’” for con-
sumer reporting purposes. For example, an
insurance claims report would be a consumer
report if a consumer report (or information
from a consumer report) were used to pre-
pare it. (See discussion, infra, in item 6-C
under this subsection.)

D. Use of reports for purposes not anticipated
by the reporting party. The question arises
whether a report that is not otherwise a con-
sumer report is subject to the FCRA because
the recipient subsequently uses the report
for a permissible purpose. If the reporting
party’s procedures are such that it neither
knows of nor should reasonably anticipate
such use, the report is not a consumer re-
port. If a reporting party has taken reason-
able steps to insure that the report is not
used for such a purpose, and if it neither
knows of, nor can reasonably anticipate such
use, the report should not be deemed a con-
sumer report by virtue of uses beyond the re-
porting party’s control. A reporting party
might establish that it does not reasonably
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anticipate such use of the report by requir-
ing the recipient to certify that the report
will not be used for one of the purposes listed
in section 604. (Such procedure may be com-
pared to the requirement in section 607(a),
discussed infra, that consumer reporting
agencies furnishing consumer reports require
that prospective users certify the purposes
for which the information is sought and cer-
tify that the information will be used for no
other purpose.) For example, a claims report-
ing service could use such a certification to
avoid having its insurance claims reports
deemed ‘‘consumer reports’ if the report re-
cipient/insurer were to use the report later
for “‘underwriting purposes’” under section
604(3)(C), such as terminating insurance cov-
erage or raising the premium.

6. ““(E)stablishing the Consumer’s Eligibility
for (1) Credit or Insurance To Be Used Pri-
marily for Personal, Family or Household
Purposes, or (2) Employment Purposes, or
(3) Other Purposes Authorized Under Sec-
tion 604”

A. Relation to section 604. Because section
603(d)(3) refers to ‘‘purposes authorized under
section 604"’ (often described as ‘‘permissible
purposes’” of consumer reports), some of
which overlap purposes enumerated in sec-
tion 603 (e.g., 603(d)(1) and 603(d)(2)), sections
603 and 604 must be construed together, to
determine what are ‘‘consumer reports’ and
“‘permissible purposes’” under the two sec-
tions. See discussion infra, under section 604.

B. Commercial credit or insurance. A report
on a consumer for credit or insurance in con-
nection with a business operated by the con-
sumer is not a ‘‘consumer report,” and the
Act does not apply to it.

C. Insurance claims reports. (It is assumed
that information in prior consumer reports
is not used in claims reports. See discussion,
supra, in item 5-C under this subsection.) Re-
ports provided to insurers by claims inves-
tigation services solely to determine the va-
lidity of insurance claims are not consumer
reports, because section 604(3)(C) specifically
sets forth only underwriting (not claims) as
an insurance-related purpose, and section
603(d)(1) deals specifically with eligibility for
insurance and no other insurance-related
purposes. To construe section 604(3)(E) as in-
cluding reports furnished in connection with
insurance claims would be to disregard the
specific language of sections 604(3)(C) and
603(d)(1).

D. Scope of employment purpose. A report
that is used or is expected to be used or col-
lected in whole or in part in connection with
establishing an employee’s eligibility for
‘“‘promotion, reassignment or retention,” as
well as to evaluate a job applicant, is a con-
sumer report because sections 603(d)(2) and
604(3)(B) use the term ‘“‘employment pur-
poses,” which section 603(h) defines to in-
clude these situations.
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E. Bad check lists. A report indicating that
an individual has issued bad checks, provided
by printed list or otherwise, to a business for
use in determining whether to accept con-
sumers’ checks tendered in transactions pri-
marily for personal, family or household pur-
poses, is a consumer report. The information
furnished bears on consumers’ character,
general reputation and personal characteris-
tics, and it is used or expected to be used in
connection with business transactions in-
volving consumers.

F. Tenant screening reports. A report used to
determine whether to rent a residence to a
consumer is a consumer report, because it is
used for a business transaction that the con-
sumer wishes to enter into for personal, fam-
ily or household purposes.

7. Exclusions From the Definition of
““Consumer Report”’

A. “(Any) reports containing information
solely as to transactions or experiences between
the consumer and the person making the re-
port;”’—(1) Examples of Sources. The exemp-
tion applies to reports limited to trans-
actions or experiences between the consumer
and the entity making the report (e.g., retail
stores, hospitals, present or former employ-
ers, banks, mortgage servicing companies,
credit unions, or universities).

(2) Information beyond the reporting entity’s
own transactions or experiences with the con-
sumer.

The exemption does not apply to reports
by these entities of information beyond their
own transactions or experiences with the
consumer. An example is a creditor’s or an
insurance company’s report of the reasons it
cancelled credit or insurance, based on infor-
mation from an outside source.

(3) Opinions Concerning Transactions or
Experiences

The exemption applies to reports that are
not limited to the facts, but also include
opinions (e.g., use of the term “‘slow pay’’ to
describe a consumer’s transactions with a
creditor), as long as the facts underlying the
opinions involve only transactions or experi-
ences between the consumer and the report-
ing entity.

B. ““(A)ny authorization or approval of a spe-
cific extension of credit directly or indirectly by
the issuer of a credit card or similar device;”’—
(1) General. The exemption applies to a credit
or debit card issuer’s written, oral, or elec-
tronic communication of its decision wheth-
er or not to authorize a charge, in response
to a request from a merchant or other party
that the consumer has asked to honor the
card.

C. “(A)ny report in which a person who has
been requested by a third party to make a spe-
cific extension of credit directly or indirectly to
the consumer conveys his decision with respect

16 CFR Ch. | (1-1-05 Edition)

to such request, if the third party advises the
consumer of the name and address of the person
to whom the request was made and such person
makes the disclosures to the consumer required
under section 615.”’—(1) General. The exemp-
tion covers retailers’ attempts to obtain
credit for their individual customers from an
outside source (such as a bank or a finance
company). The communication by the finan-
cial institution of its decision whether to ex-
tend credit is not a ‘‘consumer report” if the
retailer informs the customer of the name
and address of the financial institution to
which the application or contract is offered
and the financial institution makes the dis-
closures required by section 615 of the Act.
Such disclosures must be made only when
there is a denial of, or increase in the charge
for, credit or insurance. (See discussion of
section 615, item 10, infra.)

(2) Information included in the exemption.

The exemption is not limited to a simple
‘‘yes’”” or ‘“‘no’”’ response, but includes the in-
formation constituting the basis for the
credit denial, because it applies to ‘“‘any re-
port.”

(3) How third party creditors can insure that
the exemption applies.

Creditors, who are requested by dealers or
merchants to make such specific extensions
of credit, can assure that communication of
their decision to the dealer or merchant will
be exempt under this section from the term
‘‘consumer report,”” by having written agree-
ments that require such parties to inform
the consumer of the creditor’s name and ad-
dress and by complying with any applicable
provisions of section 615.

Section 603(e) defines ‘‘investigative con-
sumer report’ as ‘‘a consumer report or por-
tion thereof in which information on a con-
sumer’s character, general reputation, per-
sonal characteristics, or mode of living is ob-
tained through personal interviews with
neighbors, friends, or associates of the con-
sumer reported on or with others with whom
he is acquainted or who may have knowledge
concerning any such items of information.
However, such information shall not include
specific factual information on a consumer’s
credit record obtained directly from a cred-
itor of the consumer or from a consumer re-
porting agency when such information was
obtained directly from a creditor of the con-
sumer or from the consumer.”’

1. Relation to Other Sections

The term investigative consumer report de-
notes a subset of ‘‘consumer report’” for
which the Act imposes additional require-
ments on recipients and consumer reporting
agencies. Persons procuring ‘‘investigative
consumer reports’” must make certain dis-
closures to the consumers who are the sub-
jects of the reports, as required by section
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606. Consumer reporting agencies must com-
ply with section 614, when furnishing “in-
vestigative consumer reports’” containing
adverse information that is not a matter of
public record. Consumer reporting agencies
making disclosure to consumers pursuant to
section 609 are not required to disclose
““sources of information acquired solely for
use in preparing an investigative consumer
report and actually used for no other pur-
pose.”

2. General

An ‘“‘investigative consumer report” is a
type of ‘“‘consumer report’ that contains in-
formation that is both related to a con-
sumer’s character, general reputation, per-
sonal characteristics or mode of living and
obtained by personal interviews with the
consumer’s neighbors, friends, associates or
others.

3. Types of Sources Interviewed

A report consisting of information from
any third party concerning the subject’s
character (reputation, etc.) may be an inves-
tigative consumer report because the phrase
‘‘obtained through personal inter-
views * * * with others’ includes any source
that is a third party interviewee. A report
containing interview information obtained
solely from the subject is not an ““investiga-
tive consumer report.”

4. Telephone Interviews

A consumer report that contains informa-
tion on a consumer’s ‘‘character, general
reputation, personal characteristics or mode
of living” obtained through telephone inter-
views with third parties is an ‘“‘investigative
consumer report,” because ‘‘personal inter-
views” includes interviews conducted by
telephone as well as in person.

5. Identity of Interviewer

A consumer report is an ‘“‘investigative
consumer report’ if personal interviews are
used to obtain information reported on a
consumer’s ‘‘character, general reputation,
personal characteristics or mode of living,”’
regardless of who conducted the interview.

6. Noninvestigative Information in
“Investigative Consumer Reports”

An ‘“‘investigative consumer report” may
also contain noninvestigative information,
because the definition includes reports, a
“portion”’ of which are investigative reports.

7. Exclusions From ““Investigative Consumer
Reports’’

A report that consists solely of informa-
tion gathered from observation by one who
drives by the consumer’s residence is not an
“‘investigative consumer report,”” because it
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contains no information from
interviews.”

Section 603(f) defines ‘‘consumer reporting
agency’’ as ‘“‘any person which, for monetary
fees, dues, or on a cooperative nonprofit
basis, regularly engages in whole or in part
in the practice of assembling or evaluating
consumer credit information or other infor-
mation on consumers for the purpose of fur-
nishing consumer reports to third parties,
and which uses any means or facility of
interstate commerce for the purpose of pre-
paring or furnishing consumer reports.”’

“personal

1. Relation to Other Sections

A. Duties imposed on ‘‘consumer reporting
agencies.” The Act imposes a number of du-
ties on ‘‘consumer reporting agencies.”” They
must have permissible purposes to furnish
consumer reports (section 604), avoid fur-
nishing obsolete adverse information in cer-
tain consumer reports (sections 605, 607(a)),
adopt reasonable procedures to assure pri-
vacy (section 604, 607(a)), and accuracy (sec-
tion 607(b)) of consumer reports, provide only
limited disclosures to governmental agencies
(section 608), provide consumers certain dis-
closures upon request (sections 609 and 610)
at no cost or for a reasonable charge (section
612), follow certain procedures if a consumer
disputes the completeness or accuracy of any
item of information contained in his file
(section 611), and follow certain procedures
in reporting public record information for
employment purposes or when reporting ad-
verse information other than public record
information in investigative consumer re-
ports (sections 613, 614).

B. Relation to ‘““‘consumer reports.”” The term
consumer reporting agency, as defined in sec-
tion 603(f), includes certain persons who as-
semble or evaluate information on individ-
uals for the purpose of furnishing ‘“consumer
reports’ to third parties. Conversely, section
603(d) defines the term consumer report to
mean the communication of certain informa-
tion by a ‘‘consumer reporting agency.” In
other words, the terms ‘‘consumer report” in
section 603(d) and ‘‘consumer reporting agen-
cy”’ as defined in section 603(f) are defined in
a mutually dependent manner and must
therefore be construed together. For exam-
ple, a party is not a ‘‘consumer reporting
agency”’ if it provides only information that
is excepted from the definition of ‘““‘consumer
report’”” under section 603(d), such as reports
limited to the party’s own transactions or
experiences with a consumer, or credit infor-
mation on organizations.

2. Isolated Reports

Parties that do not ‘“‘regularly’’ engage in
assembling or evaluating information for the
purpose of furnishing consumer reports to
third parties are not consumer reporting

499



Pt. 600, App.

agencies. For example, a creditor that fur-
nished information on a consumer to a gov-
ernmental entity in connection with one of
its investigations, would not “‘regularly” be
making such disclosure for a fee or on a co-
operative nonprofit basis, and therefore
would not become a consumer reporting
agency, even if the information exceeded the
creditor’s transactions or experiences with
the consumer.

3. Provision of Credit Report to Report
Subject

A consumer report user does not become a
consumer reporting agency by regularly giv-
ing a copy of the report, or otherwise dis-
closing it, to the consumer who is the sub-
ject of the report, because it is not disclosing
the information to a “‘third party.”

4. Employment Agency

An employment agency that routinely ob-
tains information on job applicants from
their former employers and furnishes the in-
formation to prospective employers is a con-
sumer reporting agency.

5. Information Compiled for Insurance
Underwriting

A business that compiles claim payment
histories on individuals from insurers and
furnishes them to insurance companies for
use in underwriting decisions concerning
those individuals is a consumer reporting
agency.

6. Private Investigators and Detective
Agencies

Private investigators and detective agen-
cies that regularly obtain consumer reports
and furnish them to clients may thereby be-
come consumer reporting agencies.

7. Collection Agencies and Creditors

Collection agencies and creditors become
consumer reporting agencies if they regu-
larly furnish information beyond their trans-
actions or experiences with consumers to
third parties for use in connection with con-
sumers’ transactions.

8. Joint Users of Consumer Reports

Entities that share consumer reports with
others that are jointly involved in decisions
for which there are permissible purposes to
obtain the reports may be ‘“joint users”
rather than consumer reporting agencies.
For example, if a lender forwards consumer
reports to governmental agencies admin-
istering loan guarantee programs (or to
other prospective loan insurers or guaran-
tors), or to other parties whose approval is
needed before it grants credit, or to another
creditor for use in considering a consumer’s
loan application at the consumer’s request,
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the lender does not become a consumer re-
porting agency by virtue of such action. An
agent or employee that obtains consumer re-
ports does not become a consumer reporting
agency by sharing such reports with its prin-
cipal or employer in connection with the
purposes for which the reports were initially
obtained.

9. Loan Exchanges

Loan exchanges, which are generally
owned and operated on a cooperative basis
by consumer finance companies, constitute a
mechanism whereby each member furnishes
the exchange information concerning the
full identity and loan amount of each of its
borrowers, and receives information from the
exchange concerning the number and types
of outstanding loans for each of its appli-
cants. A loan exchange or any other ex-
change that regularly collects information
bearing on decisions to grant consumers
credit or insurance for personal, family or
household purposes, or employment, is a
‘‘consumer reporting agency.”’

10. State Departments of Motor Vehicles

State motor vehicle departments are
‘‘consumer reporting agencies’’ if they regu-
larly furnish motor vehicle reports con-
taining information bearing on the con-
sumer’s ‘“‘personal characteristics,” such as
arrest information, to insurance companies
for insurance underwriting purposes. (See
discussion of motor vehicle reports under
section 603(d), item 4c supra.)

11. Federal Agencies

The Office of Personnel Management col-
lects and files data concerning current and
potential employees of the Federal Govern-
ment and transmits that information to
other government agencies for employment
purposes. Because Congress did not intend
that the FCRA apply to the Office of Per-
sonnel Management and similar federal
agencies (see 116 Cong. Rec. 36576 (1970) (re-
marks of Rep. Brown)), no such agency is a
‘‘consumer reporting agency.”’

12. Credit Application Information

A creditor that provides information from
a consumer’s application to a credit bureau,
for verification as part of the creditor’s eval-
uation process that includes obtaining a re-
port on the consumer from that credit bu-
reau, does not thereby become a ‘‘consumer
reporting agency,”” because the creditor does
not provide the information for ‘“‘fees, dues,
or on a cooperative nonprofit basis,” but
rather pays the bureau to verify the informa-
tion when it provides a consumer report on
the applicant.

Section 603(g) defines file, when used in
connection with information on any con-
sumer, to mean ‘“‘all of the information on
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that consumer recorded and retained by a
consumer reporting agency regardless of how
the information is stored.”

1. Relation to Other Sections

Consumer reporting agencies are required
to make disclosures of all information in
their ““files”” to consumers upon request (sec-
tion 609) and to follow reinvestigation proce-
dures if the consumer disputes the complete-
ness or accuracy of any item of information
contained in his ““file’’ (section 611).

2. General

The term file denotes all information on
the consumer that is recorded and retained
by a consumer reporting agency that might
be furnished, or has been furnished, in a con-
sumer report on that consumer.

3. Audit Trail

The term “*file”” does not include an ‘“‘audit
trail”’ (a list of changes made by a consumer
reporting agency to a consumer’s credit his-
tory record, maintained to detect fraudulent
changes to that record), because such infor-
mation is not furnished in consumer reports
or used as a basis for preparing them.

4. Other Information

The term “file’’ does not include informa-
tion in billing records or in the consumer re-
lations folder that a consumer reporting
agency opens on a consumer who obtains dis-
closures or files a dispute, if the information
has not been used in a consumer report and
would not be used in preparing one.

Section 603(h) defines employment purposes
to mean ‘“‘a report used for the purpose of
evaluating a consumer for employment, pro-
motion, reassignment or retention as an em-
ployee.”

1. Relation to Other Sections

The term employment purposes is used as
part of the definition of ‘“‘consumer reports”
(section 603(d)(2)) and as a permissible pur-
pose for the furnishing of consumer reports
(section 604(3)(B)). Where an investigative
consumer report is to be used for ‘“employ-
ment purposes’” for which a consumer has
not specifically applied, section 606(a)(2) pro-
vides that the notice otherwise required by
section 606(a)(1) need not be sent. When a
consumer reporting agency furnishes public
record information in reports ‘““for employ-
ment purposes,” it must follow the proce-
dure set out in section 613.

2. Security Clearances

A report in connection with security clear-
ances of a government contractor’s employ-
ees would be for ‘“‘employment purposes’
under this section.
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Section 603(i) defines medical information to
mean ‘‘information or records obtained, with
the consent of the individual to whom it re-
lates, from licensed physicians or medical
practitioners, hospitals, clinics, or other
medical or medically related facilities.”

1. Relation to Other Sections

Under section 609(a)(1), a consumer report-
ing agency must, upon the consumer’s re-
quest and proper identification, disclose the
nature and substance of all information in
its files on the consumer, except ‘“‘medical
information.”

2. Information From Non-medical Sources

Information from non-medical sources
such as employers, is not ““medical informa-
tion.”

Section 604—Permissible Purposes of Reports

““A consumer reporting agency may furnish a
consumer report under the following cir-
cumstances and no other: * * **

1. Relation to Section 603

Sections 603(d)(3) and 604 must be con-
strued together to determine what are “‘per-
missible purposes,” because section 603(d)(3)
refers to ‘“‘purposes authorized under section
604 (often described as ‘‘permissible pur-
poses’ of consumer reports), and some pur-
poses are enumerated in section 603 (e.g., sec-
tions 603(d)(1) and 603(d)(2)). Subsections of
sections 603 and 604 that specifically set
forth “‘permissible purposes’” relating to
credit, insurance and employment, are the
only subsections that cover ‘‘permissible
purposes’’ relating to those three areas. Sec-
tion 604(3)(E), a general subsection, is lim-
ited to purposes not otherwise addressed in
section 604(3) (A)—(D).

A. Credit. Sections 603(d)(1)—which defines
‘‘consumer report’ to include certain reports
for the purpose of serving as a factor in es-
tablishing the consumer’s eligibility for
credit or insurance primarily for personal,
family, or household purposes—and 604(3)(A)
must be read together as fully describing
permissible purposes involving credit for ob-
taining consumer reports. Accordingly, sec-
tion 604(3)(A) permits the furnishing of a
consumer report for use in connection with a
credit transaction involving the consumer,
primarily for personal, family or household
purposes, and involving the extension of
credit to, or review or collection of an ac-
count of, the consumer.

B. Insurance. Sections 603(d)(1) and 604(3)(C)
must be read together as describing the only
permissible insurance purposes for obtaining
consumer reports. Accordingly, section
604(3)(C) permits the furnishing of a con-
sumer report, provided it is for use in con-
nection with the underwriting of insurance
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involving the consumer, primarily for per-
sonal, family, or household purposes.

C. Employment. Employment is covered ex-
clusively by sections 603(d)(2) and 604(3)(B),
and by section 603(h) (which defines ‘“‘em-
ployment purposes’). Therefore, ‘“‘permis-
sible purposes” relating to employment in-
clude reports used for evaluating a consumer
“for employment, promotion, reassignment
or retention as an employee.”

D. Other purposes. ““Other purposes’ are re-
ferred to in section 603(d)(3) and covered by
section 604(3)(E), as well as sections 604(1),
604(2) and 604(3)(D) (which contain specific
purposes not involving credit, insurance, em-
ployment). Permissible purposes relating to
section 604(3)(E) are limited to transactions
that consumers enter into primarily for per-
sonal, family or household purposes (exclud-
ing credit, insurance or employment, which
are specifically covered by other subsections
discussed above). The FCRA does not cover
reports furnished for transactions that con-
sumers enter into primarily in connection
with businesses they operate (e.g., a con-
sumer’s rental of equipment for use in his re-
tail store).

2. Relation to Other Sections

A. Section 607(a). Section 607(a) requires
consumer reporting agencies to keep infor-
mation confidential by furnishing consumer
reports only for purposes listed under section
604, and to follow specified, reasonable proce-
dures to achieve this end. Section 619 pro-
vides criminal sanctions against any person
who knowingly and willfully obtains infor-
mation on a consumer from a consumer re-
porting agency under false pretenses.

B. Section 608. Section 608 allows ‘‘con-
sumer reporting agencies’ to furnish govern-
mental agencies specified identifying infor-
mation concerning consumers, notwith-
standing the limitations of section 604.

Section 604(1)—A consumer reporting agen-
cy may furnish a consumer report “‘in re-
sponse to the order of a court having juris-
diction to issue such an order.”

1. Subpoena

A subpoena, including a grand jury sub-
poena, is not an ‘“‘order of a court” unless
signed by a judge.

2. Internal Revenue Service Summons

An I.R.S. summons is an exception to the
requirement that an order be signed by a
judge before it constitutes an ‘“‘order of a
court’” under this section, because a 1976 re-
vision to Federal statutes (26 U.S.C. 7609)
specifically requires a consumer reporting
agency to furnish a consumer report in re-
sponse to an I.R.S. summons upon receipt of
the designated I.R.S. certificate that the
consumer has not filed a timely motion to
quash the summons.
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Section 604(2)—A consumer reporting agen-
cy may furnish a consumer report “in ac-
cordance with the written instructions of the
consumer to whom it relates.”

1. No Other Permissible Purpose Needed

If the report subject furnishes written au-
thorization for a report, that creates a per-
missible purpose for furnishing the report.

2. Refusal to Furnish Report

The consumer reporting agency may refuse
to furnish the report because the statute is
permissive, not mandatory. (Requirements
that consumer reporting agencies make dis-
closure to consumers (as contrasted with fur-
nishing reports to users) are discussed under
sections 609 and 610, infra.)

Section 604(3)(A)—A consumer reporting
agency may issue a consumer report to ‘“‘a
person which it has reason to believe * * *
intends to use the information in connection
with a credit transaction involving the con-
sumer on whom the information is to be fur-
nished and involving the extension of credit
to, or review or collection of an account of,
the consumer;”

1. Reports Sought in Connection with the
““Review or Collection of an Account”

A. Reports for collection. A collection agen-
cy has a permissible purpose under this sec-
tion to receive a consumer report on a con-
sumer for use in attempting to collect that
consumer’s debt, regardless of whether that
debt is assigned or referred for collection.
Similarly, a detective agency or private in-
vestigator, attempting to collect a debt owed
by a consumer, would have a permissible
purpose to obtain a consumer report on that
individual for use in collecting that debt. An
attorney may obtain a consumer report
under this section on a consumer for use in
connection with a decision whether to sue
that individual to collect a credit account.

B. Unsolicited reports. A consumer reporting
agency may not send an unsolicited con-
sumer report to the recipient of a previous
report on the same consumer, because the re-
cipient will not necessarily have a permis-
sible purpose to receive the unsolicited re-
port.2 For example, the recipient may have
rejected the consumer’s application or
ceased to do business with the consumer.
(See also discussion in section 607, item 2G,
infra.)

20f course a consumer reporting agency
must furnish notifications required by sec-
tion 611(d), upon the consumer’s requests, to
prior recipients of reports containing dis-
puted information that is deleted or that is
the subject of a dispute statement under sec-
tion 611(b).
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2. Judgment Creditors

A judgment creditor has a permissible pur-
pose to receive a consumer report on the
judgment debtor for use in connection with
collection of the judgment debt, because it is
in the same position as any creditor at-
tempting to collect a debt from a consumer
who is the subject of a consumer report.

3. Child Support Debts

A district attorney’s office or other child
support agency may obtain a consumer re-
port in connection with enforcement of the
report subject’s child support obligation, es-
tablished by court (or quasi-judicial adminis-
trative) orders, since the agency is acting as
or on behalf of the judgment creditor, and is,
in effect, collecting a debt. However, a con-
sumer reporting agency may not furnish con-
sumer reports to child support agencies seek-
ing to establish paternity or the duty to pay
child support.

4. Tax Obligations

A tax collection agency has no general per-
missible purpose to obtain a consumer report
to collect delinquent tax accounts, because
this subsection applies only to collection of
“credit’” accounts. However, if a tax collec-
tion agency acquired a tax lien having the
same effect as a judgment or obtained a
judgment, it would be a judgment creditor
and would have a permissible purpose for ob-
taining a consumer report on the consumer
who owed the tax. Similarly, if a consumer
taxpayer entered an agreement with a tax
collection agency to pay taxes according to
some timetable, that agreement would cre-
ate a debtor-creditor relationship, thereby
giving the agency a permissible purpose to
obtain a consumer report on that consumer.

5. Information on an Applicant’s Spouse

A. Permissible purpose. A creditor may re-
quest any information concerning an appli-
cant’s spouse if that spouse will be permitted
to use the account or will be contractually
liable upon the account, or the applicant is
relying on the spouse’s income as a basis for
repayment of the credit requested. A cred-
itor may request any information concerning
an applicant’s spouse if (1) the state law doc-
trine of necessaries applies to the trans-
action, or (2) the applicant resides in a com-
munity property state, or (3) the property
upon which the applicant is relying as a
basis for repayment of the credit requested is
located in such a state, or (4) the applicant
is acting as the agent of the nonapplicant
spouse.

B. Lack of permissible purpose. If the cred-
itor receives information clearly indicating
that the applicant is not acting as the agent
of the nonapplicant spouse, and that the ap-
plicant is relying only on separate property
to repay the credit extended, and that the
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state law doctrine of necessaries does not
apply to the transaction and that the appli-
cant does not reside in a community prop-
erty state, the creditor does not have a per-
missible purpose for obtaining a report on a
nonapplicant spouse. A permissible purpose
for making a consumer report on a non-
applicant spouse can never exist under the
FCRA, where Regulation B, issued under the
Equal Credit Opportunity Act (12 CFR 202),
prohibits the creditor from requesting infor-
mation on such spouse. There is no permis-
sible purpose to obtain a consumer report on
a nonapplicant former spouse or on a non-
applicant spouse who has legally separated
or otherwise indicated an intent to legally
disassociate with the marriage. (This does
not preclude reporting a prior joint credit
account of former spouses for which the
spouse that is the subject of the report is
still contractually liable. See discussion in
section 607, item 3-D infra.)

6. Prescreening

Prescreening means the process whereby a
consumer reporting agency compiles or edits
a list of consumers who meet specific cri-
teria and provides this list to the client or a
third party (such as a mailing service) on be-
half of the client for use in soliciting these
consumers for the client’s products or serv-
ices. The process may also include demo-
graphic or other analysis of the consumers
on the list (e.g., use of census tract data re-
flecting real estate values) by the consumer
reporting agency or by a third party em-
ployed for that purpose (by either the agency
or its client) before the list is provided to the
consumer reporting agency’s client. In such
situations, the client’s creditworthiness cri-
teria may be provided only to the consumer
reporting agency and not to the third party
performing the demographic analysis. The
consumer reporting agency that performs a
‘‘prescreening’’ service may furnish a client
with several different lists of consumers who
meet different sets of creditworthiness cri-
teria supplied by the client, who intends to
make different credit offers (e.g., various
credit limits) to consumers who meet the dif-
ferent criteria.

A prescreened list constitutes a series of
consumer reports, because the list conveys
the information that each consumer named
meets certain criteria for creditworthiness.
Prescreening is permissible under the FCRA
if the client agrees in advance that each con-
sumer whose name is on the list after
prescreening will receive an offer of credit.
In these circumstances, a permissible pur-
pose for the prescreening service exists under
this section, because of the client’s present
intent to grant credit to all consumers on
the final list, with the result that the infor-
mation is used ‘“‘in connection with a credit
transaction involving the consumer on whom
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the information is to be furnished and in-
volving the extension of credit to * * * the
consumer.”’

7. Seller of Property Extending Credit

A seller of property has a permissible pur-
pose under this subsection to obtain a con-
sumer report on a prospective purchaser to
whom he is planning to extend credit.

8. Uncoded Credit Guides

A consumer reporting agency may not fur-
nish an uncoded credit guide, because the re-
cipient does not have a permissible purpose
to obtain a consumer report on each con-
sumer listed. (As discussed under section
603(d), item 4 supra, credit guides are listings
that credit bureaus furnish to credit
grantors, rating how consumers pay their
bills. Such guides are a series of ‘“‘consumer
reports’” on the ‘“‘consumers’ listed therein,
unless coded so that the consumer’s identity
is not disclosed.)

9. Liability for Bad Checks

A party attempting to recover the amount
due on a bad check is attempting to collect
a debt and, therefore, has a permissible pur-
pose to obtain a consumer report on the con-
sumer who wrote it, and on any other con-
sumer who is liable for the amount of that
check under applicable state law.

Section 604(3)(B)—A consumer reporting
agency may issue a consumer report to “‘a
person which it has reason to believe * * *
intends to use the information for employ-
ment purposes;”’

1. Current Employees

An employer may obtain a consumer re-
port on a current employee in connection
with an investigation of the disappearance of
money from employment premises, because
“retention as an employee’ is included in
the definition of ‘“‘employment purposes”
(section 603(h)).

2. Consumer Reports on Applicants and Non-
applicants

An employer may obtain a consumer re-
port for use in evaluating the subject’s appli-
cation for employment but may not obtain a
consumer report to evaluate the application
of a consumer who is not the subject of the
report.

3. Grand Jurors

The fact that grand jurors are usually paid
a stipend for their service does not provide a
district attorney’s office a permissible pur-
pose for obtaining consumer reports on
them, because such service is a duty, not
“employment.”

Section 604(3)(C)—A consumer reporting
agency may issue a consumer report to “‘a
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person which it has reason to believe * * *
intends to use the information in connection
with the underwriting of insurance involving
the consumer;”

1. Underwriting

An insurer may obtain a consumer report
to decide whether or not to issue a policy to
the consumer, the amount and terms of cov-
erage, the duration of the policy, the rates or
fees charged, or whether or not to renew or
cancel a policy, because these are all ‘““‘un-
derwriting’’ decisions.

2. Claims

An insurer may not obtain a consumer re-
port for the purpose of evaluating a claim (to
ascertain its validity or otherwise determine
what action should be taken), because per-
missible purposes relating to insurance are
limited by this section to ‘‘underwriting’
purposes.

Section 604(3)(D)—A consumer reporting
agency may issue a consumer report to “‘a
person which it has reason to believe * * *
intends to use the information in connection
with a determination of the consumer’s eligi-
bility for a license or other benefit granted
by a governmental instrumentality required
by law to consider an applicant’s financial
responsibility or status * * *”’

1. Appropriate recipient

Any party charged by law (including a rule
or regulation having the force of law) with
responsibility for assessing the consumer’s
eligibility for the benefit (not only the agen-
cy directly responsible for administering the
benefit) has a permissible purpose to receive
a consumer report. For example, a district
attorney’s office or social services bureau,
required by law to consider a consumer’s fi-
nancial status in determining whether that
consumer qualifies for welfare benefits, has a
permissible purpose to obtain a report on the
consumer for that purpose. Similarly, con-
sumer reporting agencies may furnish con-
sumer reports to townships on consumers
whose financial status the townships are re-
quired by law to consider in determining the
consumers’ eligibility for assistance, or to
professional boards (e.g., bar examiners) re-
quired by law to consider such information
on applicants for admission to practice.

2. Inappropriate Recipient

Parties not charged with the responsibility
of determining a consumer’s eligibility for a
license or other benefit, for example, a party
competing for an FCC radio station con-
struction permit, would not have a permis-
sible purpose to obtain a consumer report on
that consumer.
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3. Initial or Continuing Benefit

The permissible purpose includes the de-
termination of a consumer’s continuing eli-
gibility for a benefit, as well as the evalua-
tion of a consumer’s initial application for a
benefit. If the governmental body has reason
to believe a particular consumer’s eligibility
is in doubt, or wishes to conduct random
checks to confirm eligibility, it has a per-
missible purpose to receive a consumer re-
port.

Section 604(3)(E)—A consumer reporting
agency may issue a consumer report to “‘a
person which it has reason to believe * * *
otherwise has a legitimate business need for
the information in connection with a busi-
ness transaction involving the consumer.”

1. Relation to Other Subsections of Section
604(3)

The issue of whether credit, employment,
or insurance provides a permissible purpose
is determined exclusively by reference to
subsection (A), (B), or (C), respectively.

2. Commercial Transactions

The term business transaction in this sec-
tion means a business transaction with a
consumer primarily for personal, family, or
household purposes. Business transactions
that involve purely commercial purposes are
not covered by the FCRA.

3. “Legitimate Business Need”

Under this subsection, a party has a per-
missible purpose to obtain a consumer report
on a consumer for use in connection with
some action the consumer takes from which
he or she might expect to receive a benefit
that is not more specifically covered by sub-
sections (A), (B), or (C). For example, a con-
sumer report may be obtained on a consumer
who applies to rent an apartment, offers to
pay for goods with a check, applies for a
checking account or similar service, seeks to
be included in a computer dating service, or
who has sought and received over-payments
of government benefits that he has refused
to return.

4. Litigation

The possibility that a party may be in-
volved in litigation involving a consumer
does not provide a permissible purpose for
that party to receive a consumer report on
such consumer under this subsection, be-
cause litigation is not a ‘‘business trans-
action’ involving the consumer. Therefore,
potential plaintiffs may not always obtain
reports on potential defendants to determine
whether they are worth suing. The trans-
action that gives rise to the litigation may
or may not provide a permissible purpose. A
party seeking to sue on a credit account
would have a permissible purpose under sec-
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tion 604(3)(A). (That section also permits
judgment creditors and lien creditors to ob-
tain consumer reports on judgment debtors
or individuals whose property is subject to
the lien creditor’s lien.) If that transaction
is a business transaction involving the con-
sumer, there is a permissible purpose. If the
litigation arises from a tort, there is no per-
missible purpose. Similarly, a consumer re-
port may not be obtained solely for use in
discrediting a witness at trial or for locating
a witness. This section does not permit con-
sumer reporting agencies to furnish con-
sumer reports for the purpose of locating a
person suspected of committing a crime. (As
stated in the discussion of section 608 infra
(item 2), section 608 permits the furnishing of
specified, limited identifying information to
governmental agencies, notwithstanding the
provisions of section 604.)

5. Impermissible Purposes

A consumer reporting agency may not fur-
nish a consumer report to satisfy a request-
er’s curiosity, or for use by a news reporter
in preparing a newspaper or magazine arti-
cle.

6. Agents

A. General. An agent3 of a party with a
““permissible purpose’” may obtain a con-
sumer report on behalf of his principal,
where he is involved in the decision that
gives rise to the permissible purpose. Such
involvement may include the agent’s making
a decision (or taking action) for the prin-
cipal, or assisting the principal in making
the decision (e.g., by evaluating informa-
tion). In these circumstances, the agent is
acting on behalf of the principal. In some
cases, the agent and principal are referred to
as ‘“‘joint users.” See discussion in section
603(f), supra (item 8).

B. Real estate agent. A real estate agent
may obtain a consumer report on behalf of a
seller, to evaluate the eligibility as a pro-
spective purchaser of a subject who has ex-
pressed an interest in purchasing property
from the seller.

C. Private detective agency. A private detec-
tive agency may obtain a consumer report as
agent for its client while investigating a re-
port subject that is a client’s prospective
employee, or in connection with advising a
client concerning a business transaction
with the report subject or in attempting to
collect a debt owed its client by the subject
of the report. In these circumstances, the de-
tective agency is acting on behalf of its cli-
ent.

D. Rental clearance agency. A rental clear-
ance agency that obtains consumer reports
to assist owners of residential properties in

30f course agents and principals are bound
by the Act.
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screening consumers as tenants, has a per-
missible purpose to obtain the reports, if it
uses them in applying the landlord’s criteria
to approve or disapprove the subjects as ten-
ant applicants. Similarly, an apartment
manager investigating applicants for apart-
ment rentals by a landlord may obtain con-
sumer reports on these applicants.

E. Attorney. An attorney collecting a debt
for a creditor client, including a party suing
on a debt or collecting on behalf of a judg-
ment creditor or lien creditor, has a permis-
sible purpose to obtain a consumer report on
the debtor to the same extent as the client.

Section 604—General

1. Furnishing of Consumer Reports to Other
Consumer Reporting Agencies

A consumer reporting agency may furnish
a consumer report to another consumer re-
porting agency for it to furnish pursuant to
a subscriber’s request. In these cir-
cumstances, one consumer reporting agency
is acting on behalf of another.

2. Consumer’s Permission not Needed

When permissible purposes exist, parties
may obtain, and consumer reporting agen-
cies may furnish, consumer reports without
the consumers’ permission or over their ob-
jection. Similarly, parties may furnish infor-
mation concerning their transactions with
consumers to consumer reporting agencies
and others, and consumer reporting agencies
may gather information, without consumers’
permission.

3. User’s Disclosure of Report to Subject
Consumer

The FCRA does not prohibit a consumer
report user from giving a copy of the report,
or othervise disclosing it, to the consumer
who is the subject of the report.

Section 605—Obsolete Information

‘“(a) Except as authorized under subsection
(b), no consumer reporting agency may make
any consumer report containing any of the fol-
lowing items of information * * *:

(b) The provisions of subsection (a) are not
applicable in the case of any consumer credit re-
port to be used in connection with—

(1) a credit transaction involving, or which
may reasonably be expected to involve, a prin-
cipal amount of $50,000 or more;

(2) the underwriting of life insurance involv-
ing, or which may reasonably be expected to in-
volve, a face amount of $50,000 or more; or

(3) the employment of any individual at an
annual salary which eguals, or which may rea-
sonably be expected to egual $20,000, or more.”

1. General

Section 605(a) provides that most adverse
information more than seven years old may
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not be reported, except in certain cir-
cumstances set out in section 605(b). With re-
spect to delinquent accounts, accounts
placed for collection, and accounts charged
to profit and loss, there are many dates that
could be deemed to commence seven year re-
porting periods. The discussion in sub-
sections (a)(2), (a)(4), and (a)(6) is intended to
set forth a clear, workable rule that effec-
tuates Congressional intent.

2. Favorable Information

The Act imposes no time restriction on re-
porting of information that is not adverse.

3. Retention of Information in Files

Consumer reporting agencies may retain
obsolete adverse information and furnish it
in reports for purposes that are exempt
under subsection (b) (e.g., credit for a prin-
cipal amount of $50,000 or more).

4. Use of Shorter Periods

The section does not require consumer re-
porting agencies to report adverse informa-
tion for the time periods set forth, but only
prohibits them from reporting adverse items
beyond those time periods.

5. Inapplicability to Users

The section does not limit creditors or oth-
ers from using adverse information that
would be “‘obsolete’ under its terms, because
it applies only to reporting by consumer re-
porting agencies. Similarly, this section does
not bar a creditor’s reporting such adverse
obsolete information concerning its trans-
actions or experiences with a consumer, be-
cause the report would not constitute a con-
sumer report.

6. Indicating the Existence of Nonspecified,
Obsolete Information

A consumer reporting agency may not fur-
nish a consumer report indicating the exist-
ence of obsolete adverse information, even if
no specific item is reported. For example, a
consumer reporting agency may not commu-
nicate the existence of a debt older than
seven years by reporting that a credit grant-
or cannot locate a debtor whose debt was
charged off ten years ago.

7. Operative Dates

The times or dates set forth in this sec-
tion, which relate to the occurrence of
events involving adverse information, deter-
mine whether the item is obsolete. The date
that the consumer reporting agency acquired
the adverse information is irrelevant to how
long that information may be reported.

Section 605(a)(1)—‘‘Cases under title 11 of
the United States Code or under the Bank-
ruptcy Act that, from the date of entry of
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the order for relief or the date of adjudica-
tion, as the case may be, antedate the report
by more than 10 years.”

1. Relation to Other Subsections

The reporting of suits and judgments is
governed by subsection (a)(2), the reporting
of accounts placed for collection or charged
to profit and loss is governed by subsection
(a)(4), and the reporting of other delinquent
accounts is governed by subsection (a)(6).
Any such item, even if discharged in bank-
ruptcy, may be reported separately for the
applicable seven year period, while the exist-
ence of the bankruptcy filing may be re-
ported for ten years.

2. Wage Earner Plans

Wage earner plans may be reported for ten
years, because they are covered by Title 11 of
the United States Code.

3. Date for Filing

A voluntary bankruptcy petition may be
reported for ten years from the date that it
is filed, because the filing of the petition
constitutes the entry of an “‘order for relief””
under this subsection, just like a filing under
the Bankruptcy Act (11 U.S.C. 301).

Section 605(a)(2)—‘‘Suits and judgments
which, from date of entry, antedate the re-
port by more than seven years or until the
governing statute of limitations has expired,
whichever is the longer period.”

1. Operative Date

For a suit, the term date of entry means the
date the suit was initiated. A protracted suit
may be reported for more than seven years
from the date it was entered, if the gov-
erning statute of limitations has not expired.
For a judgment, the term ‘‘date of entry”
means the date the judgment was rendered.

2. Paid Judgments

Paid judgments cannot be reported for
more than seven years after the judgment
was entered, because payment of the judg-
ment eliminates any ‘‘governing statute of
limitations” under this subsection that
might otherwise lengthen the period.

Section 605(a)(3)—‘‘Paid tax liens which,
from date of payment, antedate the report
by more than seven years.”’

1. Unpaid Liens

If a tax lien (or other lien) remains
unsatisfied, it may be reported as long as it
remains filed against the consumer, without
limitation, because this subsection addresses
only paid tax liens.

Section 605(a)(4)—*‘Accounts placed for col-
lection or charged to profit and loss which
antedate the report by more than seven
years.”
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1. Placement for Collection

The term placed for collection means inter-
nal collection activity by the creditor, as
well as placement with an outside collector,
whichever occurs first. Sending of the initial
past due notices does not constitute place-
ment for collection. Placement for collection
occurs when dunning notices or other collec-
tion efforts are initiated. The reporting pe-
riod is not extended by assignment to an-
other entity for further collection, or by a
partial or full payment of the account. How-
ever, where a borrower brings his delinquent
account to date and returns to his regular
payment schedule, and later defaults again,
a consumer reporting agency may disregard
any collection activity with respect to the
first delinquency and measure the reporting
period from the date the account was placed
for collection as a result of the borrower’s
ultimate default. A consumer’s repayment
agreement with a collection agency can be
treated as a new account that has its own
seven year period.

2. Charge to Profit and Loss

The term charged to profit and loss means
action taken by the creditor to write off the
account, and the applicable time period is
measured from that event. If an account that
was charged off is later paid in part or paid
in full by the consumer, the reporting period
of seven years from the charge-off is not ex-
tended by this subsequent payment.

3. Reporting of a Delinquent Account That is
Later Placed for Collection or Charged to
Profit and Loss

The fact that an account has been placed
for collection or charged to profit and loss
may be reported for seven years from the
date that either of those events occurs, re-
gardless of the date the account became de-
linquent. The fact of delinquency may also
be reported for seven years from the date the
account became delinquent.

Section 605(a)(5)—‘‘Records of arrest, in-
dictment, or conviction of crime which, from
date of disposition, release, or parole, ante-
date the report by more than seven years.”

1. Records

The term records means any information a
consumer reporting agency has in its files re-
lating to arrest, indictment or conviction of
acrime.

2. Computation of Time Period

The seven year reporting period runs from
the date of disposition, release or parole, as
applicable. For example, if charges are dis-
missed at or before trial, or the consumer is
acquitted, the date of such dismissal or ac-
quittal is the date of disposition. If the con-
sumer is convicted of a crime and sentenced
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to confinement, the date of release or place-
ment on parole controls. (Confinement,
whether continuing or resulting from revoca-
tion of parole, may be reported until seven
years after the confinement is terminated.)
The sentencing date controls for a convicted
consumer whose sentence does not include
confinement. The fact that information con-
cerning the arrest, indictment, or conviction
of crime is obtained by the reporting agency
at a later date from a more recent source
(such as a newspaper or interview) does not
serve to extend this reporting period.

Section 605(a)(6)—*‘‘Any other adverse item
of information which antedates the report by
more than seven years.”

1. Relation to Other Subsections

This section applies to all adverse informa-
tion that is not covered by section 605(a) (1)-
(5). For example, a delinquent account that
has neither been placed for collection, nor
charged to profit and loss, may be reported
for seven years from the date of the last reg-
ularly scheduled payment. (Accounts placed
for collection or charged to profit and loss
may be reported for the time periods stated
in section 605(a)(4).)

2. Non Tax Liens

Liens (other than paid tax liens) may be
reported as long as they remain filed against
the consumer or the consumer’s property,
and remain effective (under any applicable
statute of limitations). (See discussion under
section 605(a)(3), supra.)

Section 606—Disclosure of Investigative
Consumer Reports

‘“(a) A person may not procure or cause to be
prepared an investigative consumer report on
any consumer unless—

(1) it is clearly and accurately disclosed to
the consumer that an investigative con-
sumer report including information as to his
character, general reputation, personal char-
acteristics, and mode of living, whichever
are applicable, may be made, and such dis-
closure (A) is made in a writing mailed, or
otherwise delivered, to the consumer, not
later than three days after the date on which
the report was first requested, and (B) in-
cludes a statement informing the consumer
of his right to request the additional disclo-
sures provided for under subsection (b) of
this section; or

(2) the report is to be used for employment
purposes for which the consumer has not spe-
cifically applied.

(b) Any person who procures or causes to
be prepared an investigative consumer report
on any consumer shall, upon written request
made by the consumer within a reasonable
period of time after receipt by him of the
disclosure required by subsection (a)(1),
make a complete and accurate disclosure of
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the nature and scope of the investigation re-
quested. This disclosure shall be made in a
writing mailed, or otherwise delivered, to
the consumer not later than five days after
the date on which the request for such dis-
closure was received from the consumer or
such report was first requested, whichever is
the later.

(c) No person may be held liable for any
violation of subsection (a) or (b) of this sec-
tion if he shows by a preponderance of the
evidence that at the time of the violation he
maintained reasonable procedures to assure
compliance with subsection (a) or (b).”

1. Relation to Other Sections

The term investigative consumer report is de-
fined at section 603(e) to mean a consumer
report, all or a portion of which contains in-
formation obtained through personal inter-
views (in person or by telephone) with per-
sons other than the subject, which informa-
tion relates to the subject’s character, gen-
eral reputation, personal characteristics or
mode of living.

2. Inapplicability to Consumer Reporting
Agencies

The section applies only to report users,
not consumer reporting agencies. The FCRA
does not require consumer reporting agen-
cies to inform consumers that information
will be gathered or that reports will be fur-
nished concerning them.

3. Inapplicability to Noninvestigative
Consumer Reports

The section does not apply to noninves-
tigative reports.

4. Exemptions

An employer who orders investigative con-
sumer reports on a current employee who
has not applied for a job change need not no-
tify the employee, because the term ‘“‘em-
ployment purposes™ is defined to include
‘“‘promotion, reassignment or retention’ and
subsection (b) provides that the disclosure
requirements do not apply to ‘“‘employment
purposes for which the consumer has not spe-
cifically applied.”

5. Form and Delivery of Notice

The notice must be in writing and deliv-
ered to the consumer. The user may include
the disclosure in an application for employ-
ment, insurance, or credit, if it is clear and
conspicuous and not obscured by other lan-
guage. A user may send the required notice
via first class mail. The notice must be
mailed or otherwise delivered to the con-
sumer not later than three days after the re-
port was first requested.
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6. Content of Notice of Right to Disclosure

The notice must clearly and accurately
disclose that an “‘investigative consumer re-
port” including information as to the con-
sumer’s character, general reputation, per-
sonal characteristics and mode of living
(whichever are applicable), may be made.
The disclosure must also state that an inves-
tigative consumer report involves personal
interviews with sources such as neighbors,
friends, or associates. The notice may in-
clude any additional, accurate information
about the report, such as the types of inter-
views that will be conducted. The notice
must include a statement informing the con-
sumer of the right to request complete and
accurate disclosure of the nature and scope
of the investigation.

7. Content of Disclosure of Report

When the consumer requests disclosure of
the ““nature and scope’ of the investigation,
such disclosure must include a complete and
accurate description of the types of ques-
tions asked, the number and types of persons
interviewed, and the name and address of the
investigating agency. The user need not dis-
close the names of sources of information,
nor must it provide the consumer with a
copy of the report. A report user that pro-
vides the consumer with a blank copy of the
standardized form used to transmit the re-
port from the agency to the user complies
with the requirement that it disclose the
“nature’’ of the investigation.

Section 607—Compliance Procedures

‘““(a) Every consumer reporting agency
shall maintain reasonable procedures de-
signed to avoid violations of section 605 and
to limit the furnishing of consumer reports
to the purposes listed under section 604.
These procedures shall require that prospec-
tive users of the information identify them-
selves, certify the purposes for which the in-
formation is sought, and certify that the in-
formation will be used for no other purpose.
Every consumer reporting agency shall make
a reasonable effort to verify the identity of a
new prospective user and the uses certified
by such prospective user prior to furnishing
such user a consumer report. No consumer
reporting agency may furnish a consumer re-
port to any person if it has reasonable
grounds for believing that the consumer re-
port will not be used for a purpose listed in
Section 604.

(b) Whenever a consumer reporting agency
prepares a consumer report it shall follow
reasonable procedures to assure maximum
possible accuracy of the information con-
cerning the individual about whom the re-
port relates.”

Pt. 600, App.

1. Procedures to Avoid Reporting Obsolete
Information

A. General. A consumer reporting agency
should establish procedures with its sources
of adverse information that will avoid the
risk of reporting obsolete information. For
example, the agency should either require a
creditor to supply the date an account was
placed for collection or charged off, or the
agency should use a conservative date for
such placement or charge off (such as the
date of the last regularly scheduled pay-
ment), to be sure of complying with the stat-
ute.

B. Retention of obsolete information for re-
porting in excepted circumstances. If a con-
sumer reporting agency retains adverse in-
formation in its files that is ‘‘obsolete”
under section 605(a) (e.g., information about
a satisfied judgment that is more than seven
years old), so that it may be reported for use
in transactions described by section 605(b)
(i.e., applications for credit or life insurance
for $50,000 or more, or employment at an an-
nual salary of $20,000 or more), it must have
procedural safeguards to avoid reporting the
information except in those situations. The
procedure should require that such obsolete
information be released only after an inter-
nal decision that its release will not violate
section 605.

2. Procedures to Avoid Reporting for
Impermissible Purposes

A. Verification. A consumer reporting agen-
cy should have a system to verify that it is
dealing with a legitimate business having a
“‘permissible purpose” for the information
reported. What constitutes adequate
verification will vary with the cir-
cumstances. If the consumer reporting agen-
cy is not familiar with the user, appropriate
procedures might require an on-site visit to
the user’s place of business, or a check of the
user’s references.

B. Required certification by user. A consumer
reporting agency should adopt procedures
that require prospective report users to iden-
tify themselves, certify the purpose for
which the information is sought, and certify
that the information will be used for no
other purpose. A consumer reporting agency
should determine initially that users have
permissible purposes and ascertain what
those purposes are. It should obtain a spe-
cific, written certification that the recipient
will obtain reports for those purposes and no
others. The user’s certification that the re-
port will be used for no other purposes
should expressly prohibit the user from shar-
ing the report or providing it to anyone else,
other than the subject of the report or to a
joint user having the same purpose. A con-
sumer reporting agency should refuse to pro-
vide reports to those refusing to provide such
certification.
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C. Blanket or individual certification. Once
the consumer reporting agency obtains a cer-
tification from a user (e.g., a creditor) that
typically has a permissible purpose for re-
ceiving a consumer report, stating that it
will use those reports only for specified per-
missible purposes (e.g., for credit or employ-
ment purposes), a certification of purpose
need not be furnished for each individual re-
port obtained, provided there is no reason to
believe the user may be violating its certifi-
cation. However, in furnishing reports to
users that typically could have both permis-
sible and impermissible purposes for order-
ing consumer reports (e.g., attorneys and de-
tective agencies), the consumer reporting
agency must require the user to provide a
separate certification each time it requests a
consumer report.

D. Procedures to avoid recipients’ abuse of
certification. When doubt arises concerning
any user’s compliance with its contractual
certification, a consumer reporting agency
must take steps to insure compliance, such
as requiring a separate, advance certifi-
cation for each report it furnishes that user,
or auditing that user to verify that it is ob-
taining reports only for permissible pur-
poses. A consumer reporting agency must
cease furnishing consumer reports to users
who repeatedly request consumer reports for
impermissible purposes.

E. Unauthorized access. A consumer report-
ing agency should take several other steps
when doubt arises concerning whether a user
is obtaining reports for a permissible purpose
from a computerized system. If it appears
that a third party, not a subscriber, has ob-
tained unauthorized access to the system,
the consumer reporting agency should take
appropriate steps such as altering authorized
users’ means of access, such as codes and
passwords, and making random checks to en-
sure that future reports are obtained only
for permissible purposes. If a subscriber has
inadvertently sought reports for impermis-
sible purposes or its employee has obtained
reports without a permissible purpose, it
would be appropriate for the consumer re-
porting agency to alter the subscriber’s
means of access, and require an individual
written certification of the permissible pur-
pose for each report requested or randomly
verify such purposes. A consumer reporting
agency should refuse to furnish any further
reports to a user that repeatedly violates
certifications.

F. Use of computerized systems. A consumer
reporting agency may furnish consumer re-
ports to users via terminals, provided the
consumer reporting agency has taken the
necessary steps to ensure that the users have
a permissible purpose to receive the reports.
(The agency would have to record the iden-
tity of consumer report recipients for each
consumer, to be able to make any disclosures
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required under section 609(a)(3) or section
611(d)).

G. Activity reports. If a consumer reporting
agency provides ‘‘activity reports’” on all
customers who have open-end accounts with
a credit grantor, it must make certain that
the credit grantor always notifies the agency
when accounts are closed and paid in full, to
avoid furnishing reports on former cus-
tomers or other customers for whom the
credit grantor lacks a permissible purpose.
(See also discussion in section 604(3)(A), item
1, supra.)

3. Reasonable Procedures to Assure
Maximum Possible Accuracy

A. General. The section does not require
error free consumer reports. If a consumer
reporting agency accurately transcribes,
stores and communicates consumer informa-
tion received from a source that it reason-
ably believes to be reputable, and which is
credible on its face, the agency does not vio-
late this section simply by reporting an item
of information that turns out to be inac-
curate. However, when a consumer reporting
agency learns or should reasonably be aware
of errors in its reports that may indicate
systematic problems (by virtue of informa-
tion from consumers, report users, from peri-
odic review of its reporting system, or other-
wise) it must review its procedures for assur-
ing accuracy. Examples of errors that would
require such review are the issuance of a
consumer report pertaining entirely to a
consumer other than the one on whom a re-
port was requested, and the issuance of a
consumer report containing information on
two or more consumers (e.g., information
that was mixed in the file) in response to a
request for a report on only one of those con-
sumers.

B. Required steps to improve accuracy. If the
agency’s review of its procedures reveals, or
the agency should reasonably be aware of,
steps it can take to improve the accuracy of
its reports at a reasonable cost, it must take
any such steps. It should correct inaccura-
cies that come to its attention. A consumer
reporting agency must also adopt reasonable
procedures to eliminate systematic errors
that it knows about, or should reasonably be
aware of, resulting from procedures followed
by its sources of information. For example, if
a particular credit grantor has often fur-
nished a significant amount of erroneous
consumer account information, the agency
must require the creditor to revise its proce-
dures to correct whatever problems cause
the errors or stop reporting information
from that creditor.

C. Use of automatic data processing equip-
ment. Consumer reporting agencies that use
automatic data processing equipment (par-
ticularly for long distance transmission of
information) should have reasonable proce-
dures to assure that the data is accurately
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converted into a machine-readable format
and not distorted by machine malfunction or
transmission failure. Reasonable security
procedures must be adopted to minimize the
possibility that computerized consumer in-
formation will be stolen or altered by either
authorized or unauthorized users of the in-
formation system.

D. Reliability of sources. Whether a con-
sumer reporting agency may rely on the ac-
curacy of information from a source depends
on the circumstances. This section does not
hold a consumer reporting agency respon-
sible where an item of information that it re-
ceives from a source that it reasonably be-
lieves to be reputable appears credible on its
face, and is transcribed, stored and commu-
nicated as provided by that source. Require-
ments are more stringent where the informa-
tion furnished appears implausible or incon-
sistent, or where procedures for furnishing it
seem likely to result in inaccuracies, or
where the consumer reporting agency has
had numerous problems regarding informa-
tion from a particular source.

E. Undesignated information in credit trans-
actions. Undesignated information means all
credit history information in a married (or
formerly married) consumer’s file, which was
not reported to the consumer reporting agen-
cy with a designation indicating that the in-
formation relates to either the consumer’s
joint or individual credit experience. The
question arises what is meant by reasonable
procedures under this section for treatment
of credit history in the file of only one
(present or former) spouse (usually the hus-
band) that has not been designated by the
procedure in Regulation B, 12 CFR 202.10,
which implements the Equal Credit Oppor-
tunity Act. (This situation exists only for
certain credit history file information com-
piled before June 1, 1977, and certain ac-
counts opened before that date.) A consumer
reporting agency may report information
solely in the file of spouse A, when spouse B
applies for a separate extension of credit,
only if such information relates to accounts
for which spouse B was either a user or was
contractually liable, or the report recipient
has a permissible purpose for a report on
spouse A. A consumer reporting agency may
not supply all undesignated information
from the file of a consumer’s spouse in re-
sponse to a request for a report on the con-
sumer, because some or all of that informa-
tion may not relate to both spouses. Con-
sumer reporting agencies must honor with-
out charge the request of a married or for-
merly married individual that undesignated
information (that appears only in the files of
the individual’s present or former spouse) be
segregated—i.e., placed in a separate file that
is accessible under that individual’s name.
This procedure insures greater accuracy and
protection of the privacy of spouses than

Pt. 600, App.

does the automatic reporting of undesig-
nated information.

F. Reporting of credit obligation—(1) Past due
accounts. A consumer reporting agency must
employ reasonable procedures to keep its file
current on past due accounts (e.g., by requir-
ing its creditors to notify the credit bureau
when a previously past due account has been
paid or discharged in bankruptcy), but its
failure to show such activity in particular
instances, despite the maintenance of rea-
sonable procedures to keep files current,
does not violate this section. For example, a
consumer reporting agency that reports ac-
curately in 1985 that as of 1983 the consumer
owed a retail store money, without men-
tioning that the consumer eventually paid
the debt, does not violate this section if it
was not informed by the store or the con-
sumer of the later payment.

(2) Significant, verified information. A con-
sumer reporting agency must report signifi-
cant, verified information it possesses about
an item. For instance, a consumer reporting
agency may continue to report a paid ac-
count that was previously delinquent, but
should also report that the account has been
paid. Similarly, a consumer reporting agen-
cy may include delinquencies on debts dis-
charged in bankruptcy in consumer reports,
but must accurately note the status of the
debt (e.g., discharged, voluntarily repaid).
Finally, if a reported bankruptcy has been
dismissed, that fact should be reported.

(3) Guarantor obligations. Personal guaran-
tees for obligations incurred by others (in-
cluding a corporation) may be included in a
consumer report on the individual who is the
guarantor. The report should accurately re-
flect the individual’s involvement (e.g., as
guarantor of the corporate debt).

4. Effect of Criminal Sanctions

Notwithstanding the fact that section 619
provides criminal sanctions against persons
who knowingly and willfully obtain informa-
tion on a consumer from a consumer report-
ing agency under false pretenses, a consumer
reporting agency must follow reasonable pro-
cedures to limit the furnishing of reports to
those with permissible purposes.

5. Disclosure of Credit Denial

When reporting that a consumer was de-
nied a benefit (such as credit), a consumer
reporting agency need not report the reasons
for the denial.

6. Content of Report

A consumer report need not be tailored to
the user’s needs. It may contain any infor-
mation that is complete, accurate, and not
obsolete on the consumer who is the subject
of the report. A consumer report may in-
clude an account that was discharged in
bankruptcy (as well as the bankruptcy
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itself), as long as it reports a zero balance
due to reflect the fact that the consumer is
no longer liable for the discharged debt. A
consumer report may include a list of recipi-
ents of reports on the consumer who is the
subject of the report.

7. Completeness of Reports

Consumer reporting agencies are not re-
quired to include all existing derogatory or
favorable information about a consumer in
their reports. (See, however, discussion in
section 611, item 14, infra, concerning con-
veying consumer dispute statements.) How-
ever, a consumer reporting agency may not
mislead its subscribers as to the complete-
ness of its reports by deleting nonderogatory
information and not disclosing its policy of
making such deletions.

8. User Notice of Adverse Action Based on a
Consumer Report

A consumer reporting agency need not re-
quire users of its consumer reports to pro-
vide any notice to consumers against whom
adverse action is taken based on a consumer
report. The FCRA imposes such notice re-
quirements directly on users, under the cir-
cumstances set out in section 615.

Section 608—Disclosures to Governmental
Agencies

“Notwithstanding the provisions of section
604, a consumer reporting agency may fur-
nish identifying information respecting any
consumer limited to his name, address,
former addresses, places of employment, or
former places of employment, to a govern-
mental agency.”

1. Permissible Purpose Necessary for
Additional Information

A consumer reporting agency may furnish
limited identifying information concerning a
consumer to a governmental agency (e.g., an
agency seeking a fugitive from justice) even
if that agency does not have a ‘‘permissible
purpose’ under section 604 to receive a con-
sumer report. However, a governmental
agency must have a permissible purpose in
order to obtain information beyond what is
authorized by this section.

2. Entities Covered by Section

The term governmental agency includes fed-
eral, state, county and municipal agencies,
and grand juries. Only governmental agen-
cies may obtain disclosures of identifying in-
formation under this section.

Section 609—Disclosures to Consumers

‘““(a) Every consumer reporting agency
shall, upon request and proper identification
of any consumer, clearly and accurately dis-
close to the consumer:
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(1) The nature and substance of all infor-
mation (except medical information) in its
files on the consumer at the time of the re-
quest.

(2) The sources of the information; except
that the sources of information acquired
solely for use in preparing an investigative
consumer report and actually used for no
other purpose need not be disclosed: Pro-
vided, That in the event an action is brought
under this title, such sources shall be avail-
able to the plaintiff under appropriate dis-
covery procedures in the court in which the
action is brought.

(3) The recipients of any consumer report
on the consumer which it has furnished

(A) for employment purposes within the
two-year period preceding the request, and

(B) for any other purpose within the six-
month period preceding the request.

(b) The requirements of subsection (a) re-
specting the disclosure of sources of informa-
tion and the recipients of consumer reports
do not apply to information received or con-
sumer reports furnished prior to the effective
date of this title except to the extent that
the matter involved is contained in the files
of the consumer reporting agency on that
date.”

1. Relation to Other Sections

This section states what consumer report-
ing agencies must disclose to consumers,
upon request and proper identification. Sec-
tion 610 sets forth the conditions under
which those disclosures must be made, and
section 612 sets forth the circumstances
under which consumer reporting agencies
may charge for making such disclosures. The
term ‘“‘file’” as used in section 609(a)(1) is de-
fined in section 603(g). The term “‘investiga-
tive consumer report,” which is used in sec-
tion 609(a)(2), is defined in section 603(e). The
term medical information, which is used in
section 609(a)(1), is defined in section 603(i).

2. Proper ldentification

A consumer reporting agency must take
reasonable steps to verify the identity of an
individual seeking disclosure under this sec-
tion.

3. Manner of ““Proper ldentification”

If a consumer provides sufficient identi-
fying information, the consumer reporting
agency cannot insist that the consumer exe-
cute a ‘“‘request for interview’ form, or pro-
vide the items listed on it, as a prerequisite
to disclosure. However, the agency may use
a form to identify consumers requesting dis-
closure if it does not use the form to inhibit
disclosure, or to obtain any waiver of the
consumers’ rights. A consumer reporting
agency may provide disclosure by telephone
without a written request, if the consumer is
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properly identified, but may insist on a writ-
ten request before providing such disclosure.

4. Power of Attorney

A consumer reporting agency may disclose
a consumer’s file to a third party authorized
by the consumer’s written power of attorney
to obtain the disclosure, if the third party
presents adequate identification and fulfills
other applicable conditions of disclosure.
However, the agency may also disclose the
information directly to the consumer.

5. Nature of Disclosure Required

A consumer reporting agency must dis-
close the nature and substance of all items
in the consumer’s file, no matter how or
where they are stored (e.g., in other offices
of the consumer reporting agency). The con-
sumer reporting agency must have personnel
trained to explain to the consumer any infor-
mation furnished in accordance with the
Act. Particularly when the file includes
coded information that would be meaning-
less to the consumer, the agency’s personnel
must assist the consumer to understand the
disclosures. Any summary must not
mischaracterize the nature of any item of in-
formation in the file. The consumer report-
ing agency is not required to provide a copy
of the file, or any other written disclosure,
or to read the file verbatim to the consumer
or to permit the consumer to examine any
information in its files. A consumer report-
ing agency may choose to usually comply
with the FCRA in writing, by providing a
copy of the file to the consumer or other-
wise.

6. Medical Information

Medical information includes information
obtained with the consumer’s consent from
physicians and medical facilities, but does
not include comments on a consumer’s
health by non-medical personnel. A con-
sumer reporting agency is not required to
disclose medical information in its files to
consumers, but may do so. Alternatively, a
consumer reporting agency may inform con-
sumers that there is medical information in
the files concerning them and supply the
name of the doctor or other source of the in-
formation. Consumer reporting agencies may
also disclose such information to a physician
of the consumer’s choice, upon the con-
sumer’s written instructions pursuant to
section 604(2).

7. Ancillary Information.

A consumer reporting agency is not re-
quired to disclose information consisting of
an audit trail of changes it makes in the con-
sumer’s file, billing records, or the contents
of a consumer relations folder, if the infor-
mation is not from consumer reports and
will not be used in preparing future con-
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sumer reports. Such data is not included in
the term “‘information in the files” which
must be disclosed to the consumer pursuant
to this section. A consumer reporting agency
must disclose claims report information only
if it has appeared in consumer reports.

8. Information on Other Consumers

The consumer has no right to information
in the consumer reporting agency’s files on
other individuals, because the disclosure
must be limited to information ‘“‘on the con-
sumer.” However, all information in the files
of the consumer making the request must be
disclosed, including information about an-
other individual that relates to the con-
sumer (e.g., concerning that individual’s
dealings with the subject of the consumer re-
port).

9. Disclosure of Sources of Information

Consumer reporting agencies must disclose
the sources of information, except for
sources of information acquired solely for
use in preparing an investigative consumer
report and actually used for no other pur-
pose. When it has used information from an-
other consumer reporting agency, the other
agency should be reported as a source.

10. Disclosure of Recipients of Consumer
Reports

Consumer reporting agencies must main-
tain records of recipients of prior consumer
reports sufficient to enable them to meet the
FCRA'’s requirements that they disclose the
identity of recipients of prior consumer re-
ports. A consumer reporting agency that fur-
nishes a consumer report directly to a report
user at the request of another consumer re-
porting agency must disclose the identity of
the user that was the ultimate recipient of
the report, not the other agency that acted
as an intermediary in procuring the report.

11. Disclosure of Recipients of Prescreened
Lists

A consumer reporting agency must furnish
to a consumer requesting file disclosure the
identity of recipients of any prescreened
lists that contained the consumer’s name
when submitted to creditors (or other users)
by the consumer reporting agency.

12. Risk Scores.

A consumer reporting agency is not re-
quired to disclose a risk score (or other nu-
merical evaluation, however named) that is
provided to the agency’s client (based on an
analysis of data on the consumer) but not re-
tained by the agency. Such a score is not in-
formation “‘in (the agency’s) files at the time
of the request” by the consumer for file dis-
closure.
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Section 610—Conditions of Disclosure

“(a) A consumer reporting agency shall
make the disclosures required under section
609 during normal business hours and on rea-
sonable notice.

(b) The disclosures required under section
609 shall be made to the consumer—

(1) in person if he appears in person and
furnishes proper identification; or

(2) by telephone if he has made a written
request, with proper identification, for tele-
phone disclosure and the toll charge, if any,
for the telephone call is prepaid by or
charged directly to the consumer.

(c) Any consumer reporting agency shall
provide trained personnel to explain to the
consumer any information furnished to him
pursuant to section 609.

(d) The consumer shall be permitted to be
accompanied by one other person of his
choosing, who shall furnish reasonable iden-
tification. A consumer reporting agency may
require the consumer to furnish a written
statement granting permission to the con-
sumer reporting agency to discuss the con-
sumer’s file in such person’s presence.

(e) Except as provided in section 616 and
617, no consumer may bring any action or
proceeding in the nature of defamation, in-
vasion of privacy, or negligence with respect
to the reporting of information against any
consumer reporting agency, any user of in-
formation or any person who furnishes infor-
mation to a consumer reporting agency,
based on information disclosed pursuant to
section 609, 610, or 615, except as to false in-
formation furnished with malice or willful
intent to injure such consumers.”

1. Time of Disclosure

A consumer reporting agency must make
disclosures during normal business hours,
upon reasonable notice. However, the con-
sumer reporting agency may waive reason-
able notice, and the consumer may agree to
disclosure outside of normal business hours.
A consumer reporting agency may make in-
person disclosure to consumers who have
made appointments ahead of other con-
sumers, because the disclosures are only re-
quired to be made ‘‘on reasonable notice.”’

2. Extra Conditions Prohibited

A consumer reporting agency may not add
conditions not set out in the FCRA as a pre-
requisite to the required disclosure.

3. Manner of Disclosure

A consumer reporting agency may, with
the consumer’s actual or implied consent,
meet its disclosure obligations by mail, in
lieu of the in-person or telephone disclosures
specified in the statute.
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4. Disclosure in the Presence of Third Parties

When the consumer requests disclosure in
a third party’s presence, the consumer re-
porting agency may require that a consumer
sign an authorization before such disclosure
is made. The consumer may choose the third
party to accompany him or her for the dis-
closure.

5. Expense of Telephone Calls

A consumer reporting agency is not re-
quired to pay the telephone charge for a tele-
phone interview with a consumer obtaining
disclosure.

6. Qualified Defamation Privilege

The privilege extended by subsection 610(e)
does not apply to an action brought by a con-
sumer if the action is based on information
not disclosed pursuant to sections 609, 610 or
615. A disclosure to a consumer’s representa-
tive (e.g., based on the consumer’s power of
attorney) constitutes ‘‘information disclosed
pursuant to section 609’ and is thus covered
by this privilege.

Section 611—Procedure in Case of Disputed
Accuracy

‘“(a) If the completeness or accuracy of any
item of information contained in his file is
disputed by a consumer, and such dispute is
directly conveyed to the consumer reporting
agency by the consumer, the consumer re-
porting agency shall within a reasonable pe-
riod of time reinvestigate and record the cur-
rent status of that information unless it has
reasonable grounds to believe that the dis-
pute by the consumer is frivolous or irrele-
vant. If after such reinvestigation such infor-
mation is found to be inaccurate or can no
longer be verified, the consumer reporting
agency shall promptly delete such informa-
tion. The presence of contradictory informa-
tion in the consumer’s file does not in and of
itself constitute reasonable grounds for be-
lieving the dispute is frivolous or irrelevant.

(b) If the reinvestigation does not resolve
the dispute, the consumer may file a brief
statement setting forth the nature of the
dispute. The consumer reporting agency may
limit such statements to not more than one
hundred words if it provides the consumer
with assistance in writing a clear summary
of the dispute.

(c) Whenever a statement of a dispute is
filed, unless there is reasonable grounds to
believe that it is frivolous or irrelevant, the
consumer reporting agency shall, in any sub-
sequent consumer report containing the in-
formation in question, clearly note that it is
disputed by the consumer and provide either
the consumer’s statement or a clear and ac-
curate codification or summary thereof.
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(d) Following any deletion of information
which is found to be inaccurate or whose ac-
curacy can no longer be verified or any nota-
tion as to disputed information, the con-
sumer reporting agency shall, at the request
of the consumer, furnish notification that
the item has been deleted or the statement,
codification or summary pursuant to sub-
section (b) or (c) to any person specifically
designated by the consumer who has within
two years prior thereto received a consumer
report for employment purposes, or within
six months prior thereto received a con-
sumer report for any other purpose, which
contained the deleted or disputed informa-
tion. The consumer reporting agency shall
clearly and conspicuously disclose to the
consumer his rights to make such a request.
Such disclosure shall be made at or prior to
the time the information is deleted or the
consumer’s statement regarding the disputed
information is received.”

1. Relation to Other Sections

This section sets forth procedures con-
sumer reporting agencies must follow if a
consumer conveys a dispute of the complete-
ness or accuracy of any item of information
in the consumer’s file to the consumer re-
porting agency. Section 609 provides for dis-
closures by consumer reporting agencies to
consumers, and section 610 sets forth condi-
tions of disclosure. Section 612 permits a
consumer reporting agency to impose
charges for certain disclosures, including the
furnishing of certain information to recipi-
ents of prior reports, as provided by section
611(d).

2. Proper Reinvestigation

A consumer reporting agency conducting a
reinvestigation must make a good faith ef-
fort to determine the accuracy of the dis-
puted item or items. At a minimum, it must
check with the original sources or other reli-
able sources of the disputed information and
inform them of the nature of the consumer’s
dispute. In reinvestigating and attempting
to verify a disputed credit transaction, a
consumer reporting agency may rely on the
accuracy of a creditor’s ledger sheets and
need not require the creditor to produce doc-
umentation such as the actual signed sales
slips. Depending on the nature of the dis-
pute, reinvestigation and verification may
require more than asking the original source
of the disputed information the same ques-
tion and receiving the same answer. If the
original source is contacted for reinvestiga-
tion, the consumer reporting agency should
at least explain to the source that the origi-
nal statement has been disputed, state the
consumer’s position, and then ask whether
the source would confirm the information,
qualify it, or accept the consumer’s expla-
nation.
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3. Complaint of Insufficient File, or Lack of
File

The FCRA does not require a consumer re-
porting agency to add new items of informa-
tion to its file. A consumer reporting agency
is not required to create new files on con-
sumers for whom it has no file, nor is it re-
quired to add new lines of information about
new accounts not reflected in an existing
file, because the section permits the con-
sumer to dispute only the completeness or
accuracy of particular items of information
in the file. If a consumer reporting agency
chooses to add lines of information at the
consumer’s request, it may charge a fee for
doing so.

4. Explanation of Extenuating Circumstances

A consumer reporting agency has no duty
to reinvestigate, or take any other action
under this section, if a consumer merely pro-
vides a reason for a failure to pay a debt
(e.g., sudden illness or layoff), and does not
challenge the accuracy or completeness of
the item of information in the file relating
to a debt. Most creditors are aware that a
variety of circumstances may render con-
sumers unable to repay credit obligations.
Although a consumer reporting agency is not
required to accept a consumer dispute state-
ment that does not challenge the accuracy
or completeness of an item in the consumer’s
file, it may accept such a statement and may
charge a fee for doing so.

5. Reinvestigation of a Debt

A consumer reporting agency must re-
investigate if a consumer conveys to it a dis-
pute concerning the validity or status of a
debt, such as whether the debt was owed by
the consumer, or whether the debt had sub-
sequently been paid. For example, if a con-
sumer alleges that a judgment reflected in
the file as unpaid has been satisfied, or noti-
fies a consumer reporting agency that a past
due obligation reflected in the file as unpaid
was subsequently paid, the consumer report-
ing agency must reinvestigate the matter. If
a file reflects a debt discharged in bank-
ruptcy without reflecting subsequent reaffir-
mation and payment of that debt, a con-
sumer may require that the item be reinves-
tigated.

6. Status of a Debt

The consumer reporting agency must, upon
reinvestigation, ‘‘record the current status”
of the disputed item. This requires inclusion
of any information relating to a change in
status of an ongoing matter (e.g., that a
credit account had been closed, that a debt
shown as past due had subsequently been
paid or discharged in bankruptcy, or that a
debt shown as discharged in bankruptcy was
later reaffirmed and/or paid).
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7. Dispute Conveyed to Party Other Than the
Consumer Reporting Agency

A consumer reporting agency is required to
take action under this section only if the
consumer directly communicates a dispute
to it. It is not required to respond to a dis-
pute of information that the consumer mere-
ly conveys to others (e.g., to a source of in-
formation). (But see, however, discussion in
section 607, item 3A, of consumer reporting
agencies’ duties to correct errors that come
to their attention.)

8. Dispute Conveyed to the Consumer Re-
porting Agency by a Party Other Than the
Consumer

A consumer reporting agency need not re-
investigate a dispute about a consumer’s file
raised by any third party, because the obli-
gation under the section arises only where
an “item of information in his file is dis-
puted by the consumer.”

9. Consumer Disclosures and Adverse Action
Not Prerequisites to Reinvestigation Duty

A consumer reporting agency’s obligation
to reinvestigate disputed items is not contin-
gent upon the consumer’s having been denied
a benefit or having asserted any rights under
the FCRA other than disputing items of in-
formation.

10. Reasonable Period of Time

A consumer reporting agency is required to
reinvestigate and record the current status
of disputed information within a reasonable
period of time after the consumer conveys
the dispute to it. Although consumer report-
ing agencies are able to reinvestigate most
disputes within 30 days, a ‘‘reasonable time”’
for a particular reinvestigation may be
shorter or longer depending on the cir-
cumstances of the dispute. For example,
where the consumer provides documentary
evidence (e.g., a certified copy of a court
record to show that a judgment has been
paid) when submitting the dispute, the cred-
itor may require a shorter time to reinves-
tigate. On the other hand, where the dispute
is more complicated than normal (e.g., the
consumer alleges in good faith that a cred-
itor has falsified its report of the consumer’s
account history because of a personal
grudge), the ‘‘reasonable time’” needed to
conduct the reinvestigation may be longer.

11. Frivolous or Irrelevant

The mere presence of contradictory infor-
mation in the file does not provide the con-
sumer reporting agency ‘‘reasonable grounds
to believe that the dispute by the consumer
is frivolous or irrelevant.” A consumer re-
porting agency must assume a consumer’s
dispute is bona fide, unless there is evidence
to the contrary. Such evidence may con-
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stitute receipt of letters from consumers dis-
puting all information in their files without
providing any allegations concerning the
specific items in the files, or of several let-
ters in similar format that indicate that a
particular third party (e.g., a “‘credit repair”’
operator) is counselling consumers to dis-
pute all items in their files, regardless of
whether the information is known to be ac-
curate. The agency is not required to repeat
a reinvestigation that it has previously con-
ducted simply because the consumer reiter-
ates a dispute about the same item of infor-
mation, unless the consumer provides addi-
tional evidence that the item is inaccurate
or incomplete, or alleges changed cir-
cumstances.

12. Deletion of Accurate Information That
has not Been Disputed

The consumer reporting agency is not re-
quired to delete accurate information that
could not be verified upon reinvestigation, if
it has not been ‘‘disputed by a consumer.”
For example, if a creditor deletes adverse in-
formation from its files with the result that
information could not be reverified if dis-
puted, it is still permissible for a consumer
reporting agency to report it (subject to the
obsolescence provisions of section 605) until
it is disputed.

13. Consumer Dispute Statements on
Multiple Items

A consumer who disputes multiple items of
information in his file may submit a one
hundred word statement as to each disputed
item.

14. Conveying Dispute Statements to
Recipients of Subsequent Reports.

A consumer reporting agency may not
merely tell the recipient of a subsequent re-
port containing disputed information that
the consumer’s statement is on file but will
be provided only if requested, because sub-
section (c) requires the agency to provide ei-
ther the statement or ‘“‘a clear and accurate
codification or summary thereof.”

Section 612—Charges for Certain Disclosures

“A consumer reporting agency shall make
all disclosures pursuant to section 609 and
furnish all consumer reports pursuant to sec-
tion 611(d) without charge to the consumer
if, within thirty days after receipt by such
consumer of a notification pursuant to sec-
tion 615 or notification from a debt collec-
tion agency affiliated with such consumer
reporting agency stating that the con-
sumer’s credit rating may be or has been ad-
versely affected, the consumer makes a re-
quest under section 609 or 611(d). Otherwise,
the consumer reporting agency may impose
a reasonable charge on the consumer for
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making disclosure to such consumer pursu-
ant to section 609, the charge for which shall
be indicated to the consumer prior to mak-
ing disclosure; and for furnishing notifica-
tions, statements, summaries, or codifica-
tions to persons designated by the consumer
pursuant to section 611(d), the charge for
which shall be indicated to the consumer
prior to furnishing such information and
shall not exceed the charge that the con-
sumer reporting agency would impose on
each designated recipient for a consumer re-
port except that no charge may be made for
notifying such persons of the deletion of in-
formation which is found to be inaccurate or
which can no longer be verified.”

1. Irrelevance of Subsequent Grant of Credit
or Reason for Denial

A consumer denied credit because of a con-
sumer report from a consumer reporting
agency has the right to a free disclosure
from that agency within 30 days of receipt of
the section 615(a) notice, even if credit was
subsequently granted or the basis of the de-
nial was that the references supplied by the
consumer are too few or too new to appear in
the credit file.

2. Charge for Reinvestigation Prohibited

This section does not permit consumer re-
porting agencies to charge for making the
reinvestigation or following other proce-
dures required by section 611 (a)—(c).

3. Permissible Charges for Services
Requested by Consumers

A consumer reporting agency may charge
fees for creating files on consumers at their
request, or for other services not required by
the FCRA that are requested by consumers.

Section 613—Public Record Information for
Employment Purposes

“A consumer reporting agency which fur-
nishes a consumer report for employment
purposes and which for that purpose com-
piles and reports items of information on
consumers which are matters of public
record and are likely to have an adverse ef-
fect upon a consumer’s ability to obtain em-
ployment shall—

(1) at the time such public record informa-
tion is reported to the user of such consumer
report, notify the consumer of the fact that
public record information is being reported
by the consumer reporting agency, together
with the name and address of the person to
whom such information is being reported; or

(2) maintain strict procedures designed to
insure that whenever public record informa-
tion which is likely to have an adverse effect
on a consumer’s ability to obtain employ-
ment is reported it is complete and up to
date. For purposes of this paragraph, items
of public record relating to arrests, indict-
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ments, convictions, suits, tax liens, and out-
standing judgments shall be considered up to
date if the current public record status of
the item at the time of the report is re-
ported.”’

1. Relation to Other Sections

A consumer reporting agency that com-
plies with section 613(1) must also follow rea-
sonable procedures to assure maximum pos-
sible accuracy, as required by section 607(b).

2. Alternate Methods of Compliance

A consumer reporting agency that fur-
nishes public record information for employ-
ment purposes must comply with either sub-
section (1) or (2), but need not comply with
both.

3. Information From Another Consumer
Reporting Agency

If a consumer reporting agency uses infor-
mation or reports from other consumer re-
porting agencies in a report for employment
purposes, it must comply with this section.

4. Method of Providing Notice

A consumer reporting agency may use first
class mail to provide the notice required by
subsection (1).

5. Waiver

The procedures required by this section
cannot be waived by the consumer to whom
the report relates.

Section 614—Restrictions on Investigative
Consumer Reports

“Whenever a consumer reporting agency
prepares an investigative consumer report,
no adverse information in the consumer re-
port (other than information which is a mat-
ter of public record) may be included in a
subsequent consumer report unless such ad-
verse information has been verified in the
process of making such subsequent consumer
report, or the adverse information was re-
ceived within the three-month period pre-
ceding the date the subsequent report is fur-
nished.”

Section 615—Requirements on Users of
Consumer Reports

(a) Whenever credit or insurance for per-
sonal, family, or household purposes, or em-
ployment involving a consumer is denied or
the charge for such credit or insurance is in-
creased either wholly or partly because of in-
formation contained in a consumer report
from a consumer reporting agency, the user
of the consumer report shall so advise the
consumer against whom such adverse action
has been taken and supply the name and ad-
dress of the consumer reporting agency mak-
ing the report.
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(b) Whenever credit for personal, family, or
household purposes involving a consumer is
denied or the charge for such credit is in-
creased either wholly or partly because of in-
formation obtained from a person other than
a consumer reporting agency bearing upon
the consumer’s credit worthiness, credit
standing, credit capacity, character, general
reputation, personal characteristics, or mode
of living, the user of such information shall,
within a reasonable period of time, upon the
consumer’s written request for the reasons
for such adverse action received within 60
days after learning of such adverse action,
disclose the nature of the information to the
consumer. The user of such information shall
clearly and accurately disclose to the con-
sumer his right to make such written re-
quest at the time such adverse action is com-
municated to the consumer.

(c) No person shall be held liable for any
violation of this section if he shows by a pre-
ponderance of the evidence that at the time
of the alleged violation he maintained rea-
sonable procedures to assure compliance
with the provisions of subsections (a) and

(b).”

1. Relation to Other Sections and Regulation
B

Sections 606 and 615 are the only two sec-
tions that require users of reports to make
disclosures to consumers. Section 606 applies
only to users of “‘investigative consumer re-
ports.” Creditors should not confuse compli-
ance with section 615(a), which only requires
disclosure of the name and address of the
consumer reporting agency, and compliance
with the Equal Credit Opportunity Act, 15
U.S.C. 1691 et seq. and Regulation B, 12 C.F.R.
202, which require disclosure of the reasons
for adverse action. Compliance with section
615(a), therefore, does not constitute compli-
ance with Regulation B.

2. Limited Scope of Requirements

The section does not require that creditors
disclose their credit criteria or standards or
that employees furnish copies of personnel
files to former employees. The section does
not require that the user provide any kind of
advance notification to consumers before a
consumer report is obtained. (See section 606
regarding notice of investigative consumer
reports.)

3. Method of Disclosure

The disclosures required by this section
need not be made in writing. However, users
will have evidence that they have taken rea-
sonable steps to comply with this section if
they provide written disclosures and retain
copies for at least two years, the applicable
statute of limitations for most civil liability
actions under the FCRA.
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4. Adverse Action Based on Direct
Information

This section does not require that a user
send any notice to a consumer concerning
adverse action regarding that consumer that
is based neither on information from a con-
sumer reporting agency nor on information
from a third party. For example, no disclo-
sures are required concerning adverse action
based on information provided by the con-
sumer in an application or based on past ex-
perience in direct transactions with the con-
sumer.

5. Creditors Using ““‘Prescreened’” Mailing
Lists

A creditor is not required to provide no-
tices regarding consumer reporting agencies
that prepare mailing lists by “‘prescreening”
because they do not involve consumer re-
quests for credit and credit has not been de-
nied to consumers whose names are deleted
from a list furnished to the agency for use in
this procedure. See discussion of
‘‘prescreening,”” under section 604(3)(A), item
6, supra.

6. Applicability to Users of Motor Vehicle
Reports

An insurer that refuses to issue a policy, or
charges a higher than normal premium,
based on a motor vehicle report is required
to comply with subsection(a).

7. Securities and Insurance Transactions

A consumer report user that denies credit
to a consumer in connection with a securi-
ties transaction must provide the required
notice, because the denial is of ‘‘cred-
it * * * for personal purposes,” unless the
consumer engages in such transactions as a
business.

8. Denial of Employment

An employer must provide the notice re-
quired by subsection (a) to an individual who
has applied for employment and has been re-
jected based on a consumer report. However,
an employer is not required to send a notice
when it decides not to offer a position to an
individual who has not applied for it, because
in this case employment is not ‘“‘denied.”
(See discussion in section 606, item 4, supra.)

9. Adverse Action Involving Credit

A creditor must provide the required no-
tice when it denies the consumer’s request
for credit (including a rejection based on a
scoring system, where a credit report re-
ceived less than the maximum number of
points possible and caused the application to
receive an insufficient score), denies the con-
sumer’s request for increased credit, grants
credit in an amount less than the consumer
requested, or raises the charge for credit.
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10. Adverse Action Not Involving Credit,
Insurance or Employment

The Act does not require that a report user
provide any notice to consumers when tak-
ing adverse action not relating to credit, in-
surance or employment. For example, a land-
lord who refuses to rent an apartment to a
consumer based on credit or other informa-
tion in a consumer report need not provide
the notice. Similarly, a party that uses cred-
it or other information in a consumer report
as a basis for refusing to accept payment by
check need not comply with this section.
Checks have historically been treated as
cash items, and thus such refusal does not
involve a denial of credit, insurance or em-
ployment.

11. Adverse Action Based on Non-derogatory
Adverse Information

A party taking adverse action concerning
credit or insurance or denying employment,
“wholly or partly because of information
contained in a consumer report,”” must pro-
vide the required notice, even if the informa-
tion is not derogatory. For example, the user
must give the notice if the denial is based
wholly or partly on the absence of a file or
on the fact that the file contained insuffi-
cient references.

12. Name and Address of the Consumer
Reporting Agency

The ‘‘section 615(a)’”” notice must include
the consumer reporting agency’s street ad-
dress, not just a post office box address.

13. Agency To Be Identified

The consumer report user should provide
the name and address of the consumer re-
porting agency from which it obtained the
consumer report, even if that agency ob-
tained all or part of the report from another
agency.

14. Denial Based Partly on a Consumer
Report

A ‘“‘section 615(a)”’ notice must be sent even
if the adverse action is based only partly on
a consumer report.

15. Denial of Credit Based on Information
From “Third Parties”’

Subsection (b) imposes requirements on a
creditor when it denies (or increases the
charge for) credit for personal, family or
household purposes involving a consumer,
based on information from a ‘“‘third party”
source, which means a source other than the
consumer reporting agency, the creditor’s
own files, or the consumer’s application (e.g.,
creditor, employer, landlord, or the public
record). Where a creditor denies a con-
sumer’s application based on information ob-
tained directly from another lender, even if
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the lender’s name was furnished to the cred-
itor by a consumer reporting agency, the
creditor must give a ‘“‘third party’’ disclo-
sure.

16. Substance of Required “Third Party”
Disclosures

When the adverse action is communicated
to the consumer, the creditor must clearly
and accurately disclose to the consumer his
or her right to make a written request for
the disclosure of the nature of the third
party information that led to the adverse ac-
tion. Upon timely receipt of such a request,
however, the creditor need disclose only the
nature of the information that led to the ad-
verse action (e.g., history of late rent pay-
ments or bad checks); it need not identify
the source that provided the information or
the criteria that led to the adverse action. A
creditor may comply with subsection (b) by
providing a statement of the nature of the
third party information that led to the de-
nial when it notifies the consumer of the de-
nial. A statement of principal, specific rea-
sons for adverse action based on third party
information that is sufficient to comply with
the requirements of the Equal Credit Oppor-
tunity Act (e.g., “‘unable to verify employ-
ment”’) is sufficient to constitute disclosure
of the “nature of the information’ under
subsection (b).

Section 616—Civil Liability for Willful
Noncompliance

Section 616 permits consumers who sue and
prove willful noncompliance with the Act to
recover actual damages, punitive damages,
and the costs of the action, together with
reasonable attorney’s fees.

Section 617—Civil Liability for Negligent
Noncompliance

Section 617 permits consumers who sue and
prove negligent noncompliance with the Act
to recover actual damages and the costs of
the action, together with reasonable attor-
ney’s fees.

Section 618—Jurisdiction of Courts; Limitation
of Actions

Section 618 provides that any action
brought under section 616 or section 617 may
be brought in any United States district
court or other court of competent jurisdic-
tion. Such suit must be brought within two
years from the date on which liability arises,
unless a defendant has materially and will-
fully misrepresented information the Act re-
quires to be disclosed, and the information
misrepresented is material to establishment
of the defendant’s liability. In that event,
the action must be brought within two years
after the individual discovers the misrepre-
sentation.
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Section 619—Obtaining Information Under False
Pretense

Section 619 provides criminal sanctions
against any person who knowingly and will-
fully obtains information on a consumer
from a consumer reporting agency under
false pretenses.

1. Relation to Other Sections

The presence of this provision does not ex-
cuse a consumer reporting agency’s failure
to follow reasonable procedures, as required
by section 607(a), to limit the furnishing of
consumer reports to the purposes listed
under section 604.

Section 620—Unauthorized Disclosures by
Officers or Employees

Section 620 provides criminal sanctions
against any officer or employee of a con-
sumer reporting agency who knowingly and
willfully provides information concerning an
individual from the agency’s file to a person
not authorized to receive it.

Section 621—Administrative Enforcement

This section gives the Federal Trade Com-
mission authority to enforce the Act with re-
spect to consumer reporting agencies, users
of reports, and all others, except to the ex-
tent that it gives enforcement jurisdiction
specifically to some other agency. Those ex-
cepted from the Commission’s enforcement
jurisdiction include certain financial institu-
tions regulated by Federal agencies or
boards, Federal credit unions, common car-
riers subject to acts to regulate commerce,
air carriers, and parties subject to the Pack-
ers and Stockyards Act, 1921.

1. General

The Commission can use its cease-and-de-
sist power and other procedural, investiga-
tive and enforcement powers which it has
under the FTC Act to secure compliance, ir-
respective of commerce or any other juris-
dictional tests in the FTC Act.

2. Geographic Coverage

The Commission’s authority encompasses
the United States, the District of Columbia,
the Commonwealth of Puerto Rico, and all
United States territories but does not extend
to activities outside those areas.

3. Status of Commission Commentary and
Staff Interpretations

The FCRA does not give any Federal agen-
cy authority to promulgate rules having the
force and effect, of statutory provisions. The
Commission has issued this Commentary, su-
perseding the eight formal Interpretations of
the Act (16 CFR 600.1-600.8), previously issued
pursuant to §1.73 of the Commission’s Rules,
16 CFR 1.73. The Commentary does not con-

16 CFR Ch. | (1-1-05 Edition)

stitute substantive rules and does not have
the force or effect of statutory provisions. It
constitutes guidelines to clarify the Act that
are advisory in nature and represent the
Commission’s views as to what particular
provisions of the Act mean. Staff opinion let-
ters constitute staff interpretations of the
Act’s provisions, but do not have the force or
effect of statutory provisions and, as pro-
vided in §1.72 of the Commission’s Rules, 16
CFR 1.72, do not bind the Commission.

Section 622—Relation to State Laws

“This title does not annul, alter, affect, or
exempt any person subject to the provisions
of this title from complying with the laws of
any State with respect to the collection, dis-
tribution, or use of any information on con-
sumers, except to the extent that those laws
are inconsistent with any provision of this
title, and then only to the extent of the in-
consistency.”

1. Basic Rule

State law is pre-empted by the FCRA only
when compliance with inconsistent State
law would result in violation of the FCRA.

2. Examples of Statutes that are not Pre-
empted

A State law requirement that an employer
provide notice to a consumer before ordering
a consumer report, or that a consumer re-
porting agency must provide the consumer
with a written copy of his file, would not be
pre-empted, because a party that complies
with such provisions would not violate the
FCRA.

3. Examples of Statutes that are Pre-empted

A State law authorizing grand juries to
compel consumer reporting agencies to pro-
vide consumer reports, by means of sub-
poenas signed by a court clerk, is pre-empted
by the FCRA'’s requirement that such reports
be furnished only pursuant to an ‘“‘order of
the court” signed by a judge (section 604(1)),
or furnished for other purposes not applica-
ble to grand jury subpoenas (section 604 (2)-
(3)), and by section 607(a). A State statute re-
quiring automatic disclosure of a deletion or
dispute statement to every person who has
previously received a consumer report con-
taining the disputed information, regardless
of whether the consumer designates such
persons to receive this disclosure, is pre-
empted by section 604 of the FCRA, which
permits disclosure only for specified, permis-
sible purposes and by section 607(a), which
requires consumer reporting agencies to
limit the furnishing of consumer reports to
purposes listed under section 604. Absent a
specific designation by the consumer, the
consumer reporting agency has no reason to
believe all past recipients would have a
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present, permissible purpose to receive the
reports.

4. Statute Providing Access for Enforcement
Purposes

A State “little FCRA” that permits State
officials access to a consumer reporting
agency’s files for the purpose of enforcing
that statute just as Federal agencies are per-
mitted access to such files under the FCRA,
is not pre-empted by the FCRA.

(Information collection requirements in
this appendix were approved by the Office of
Management and Budget under control num-
ber 3084-0091)

[55 FR 18808, May 4, 1990, as amended at 57
FR 4935, Feb. 11, 1992; 60 FR 45660, Sept. 1,
1995]

PART 601—SUMMARY OF CON-
SUMER RIGHTS, NOTICE OF USER
RESPONSIBILITIES, AND NOTICE
OF FURNISHER RESPONSIBILITIES
UNDER THE FAIR CREDIT REPORT-
ING ACT

Sec.

601.1 Authority and purpose.

601.2 Legal effect.

APPENDIX A TO PART 601—PRESCRIBED SUM-
MARY OF CONSUMER RIGHTS

APPENDIX B TO PART 601—PRESCRIBED NOTICE
OF FURNISHER RESPONSIBILITIES

APPENDIX C TO PART 601—PRESCRIBED NOTICE
OF USER RESPONSIBILITIES

AUTHORITY: 15 U.S.C. 1681g and 1681s.

SOURCE: 62 FR 35589, July 1, 1997, unless
otherwise noted.

EFFECTIVE DATE NOTE: At 69 FR 69784, Nov.
30, 2004, part 601 was removed and reserved,
effective Jan. 31, 2005.

§601.1 Authority and purpose.

(a) Authority. This part is issued by
the Commission pursuant to the provi-
sions of the Fair Credit Reporting Act
(15 U.S.C. 1681 et seq.), as most recently
amended by the Consumer Credit Re-
porting Reform Act of 1996 (Title II,
Subtitle D, Chapter 1, of the Omnibus
Consolidated Appropriations Act for
Fiscal Year 1997), Public Law 104-208,
110 Stat. 3009-426 (Sept. 30, 1996).
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(b) Purpose. The purpose of this part
is to comply with sections 607(c) and
609(c) of the Fair Credit Reporting Act,
as amended. Section 609(c)(3) directs
the FTC to prescribe the form and con-
tent of a summary of consumers’ legal
rights under the FCRA that the amend-
ed law requires each consumer report-
ing agency to provide when disclosing
the information in its file to con-
sumers, and section 609(c)(4) provides
that the summary need not be provided
until the FTC has in fact prescribed its
form and content. Section 607(d)(2) di-
rects the FTC to prescribe the content
of notices that consumer reporting
agencies are required to provide to par-
ties that supply information to, or pur-
chase consumer reports from, the agen-
cy. These notices will set forth the re-
sponsibilities under the FCRA of all
persons who furnish information to
consumer reporting agencies or use in-
formation subject to the FCRA.

§601.2 Legal effect.

The forms prescribed by the FTC do
not constitute a trade regulation rule.
They carry out the directive in the
statute that the FTC prescribe the
summary and notices. A consumer re-
porting agency that provides notices
substantially similar to those pre-
scribed by the FTC will be in compli-
ance with Section 607(d) or 609(c) of the
FCRA, as applicable.

APPENDIX A TO PART 601—PRESCRIBED
SUMMARY OF CONSUMER RIGHTS

The prescribed form for this summary is as
a separate document, on paper no smaller
than 8% x 11 inches in size, with text no less
than 12-point type (8-point for the chart of
federal agencies), in bold or capital letters as
indicated. The form in this appendix pre-
scribes both the content and the sequence of
items in the required summary. A summary
may accurately reflect changes in numerical
items that change over time (e.g., dollar
amounts, or phone numbers and addresses of
federal agencies), and remain in compliance.
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